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EVERY-DAY BUSINESS 



LETTER-WRITING 

A GOOD business letter is clear, accurate, cour- 
teous, and brief. 

Plainness is one of the most essential points in 
business handwriting. If a careless, scrawling 
style of penmanship may be pardoned by one's 
intimate friends, in a busy office it would be 
regarded much less kindly. Perfect clearness is 
especially necessary in writing proper names. 
The reader ought not to be obliged to spend his 
time in puzzling over a word that might be meant 
for Md. or Ind., or in guessing between John 
Senton and John Seator and John Fenton. 

Every letter should be dated at its beginning. 
Street and number are to be written first, then 
the town or city. Except in the case of the few 
largest cities, like New York, Philadelphia, and 
Boston, the name of the State should invariably 
follow that of the town. "Franklin" may be 
definite and unmistakable in the mind of a per- 
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6 EVERY-DAY BUSINESS 

son who writes to ask for a catalogue ; but, as 
there are thirty " Franklins " in the United States, 
the bookseller's clerks would have no idea from 
what part of the country their correspondent 
makes his request, if the post-mark was illegible. 

The day may be written " June 12th, 1889," or 
** 1 2th June, 1889." In busy offices, where sec- 
onds are precious, it is frequently written "6-12, 
'89." 

Next after the date should be placed the name 
of the person or firm addressed, followed by the 
formal salutation, " Dear Madam,'' " Dear Sir," 
or " Dear Sirs." " Gentlemen " is often written 
in addressing a firm of partners, but " Gents " is 
a vulgar abbreviation, and should never be used 
at all. 

If the writer is replying to a letter already 
received, he should refer to that letter, in order 
that his reader may, as promptly as possible, un- 
derstand just what he is writing about. This is 
especially necessary in writing to large establish- 
ments ; in an office receiving many letters daily, 
one cannot be expected to remember the affairs 
of each individual correspondent. Business men 
usually say " Yours of April 6th is at hand, con- 
tents duly noted. We think — " etc.; or "In 



LETTER-WRITING / 

reply to your favor of the 24th inst. ordering two 
copies of the *Life of Wendell Phillips/ we are 
sorry to say," etc. The abbreviation " inst." or 
instant means the present month, whatever that 
may be at the time of writing. " Ult." or ultimo 
means the month just passed. "Prox." ox prox- 
imo means the month next coming. 

A business letter should go directly to the point, 
without any unnecessary explanations or person- 
alities. The writer should, in the beginning, be 
perfectly sure of what he wishes to say, and then 
he should say it as plainly, completely, and 
briefly as possible. Postscripts are slovenly and 
unbusiness-like ; to be used only when neces- 
sary. 

The formal signature allows much variety. 
" Yours truly " and " Truly yours " are the forms 
in most common use. It shows poor taste to 
abbreviate a longer form, as " Yours very resp'y," 
or "Yours, etc." If time be precious, it is much 
better to attempt only short phrases, and write 
those courteously in full. 

The writer's name should be signed with no 
indulgence in nicknames, nor familiar abbrevia- 
tions. If the letter be Written by an employ^ or 
some friendly substitute, the formal signature 



LETTER-WRITING 9 

Its form, —^ bills, stamps, coin, money-order, pos- 
tal note, bank-check, or draft, — the amount so 
sent should be distinctly stated in the enclosing 
letter. It is better never to send silver or other 
coin in a letter, as coins may often break through 
thin paper envelopes ; but if coin must be sent, 
the pieces should first be folded in a paper by 
themselves, making a thin, flat packet, and this 
packet then enclosed in a letter. At present 
(May, 1889), in the absence of fractional cur- 
rency, a postal note is the best form in which to 
send away fractional parts of a dollar. Larger 
amounts should be sent in a registered letter, or 
else in the form of a money-order or bank-check. 
These particulars are fully described in following 
chapters. 

The envelope should be addressed neatly and 
plainly, without ornamental flourishes, and the 
accuracy and completeness of the direction should 
receive most particular care. Hundreds of letters 
are mailed every day by careless or absent-minded 
people who forget to mention either the town or 
the State they wish to reach. Such mistakes are 
common even among ordinarily intelligent people, 
and rtiay often account for what we call the 
blunders of the Post-Office Department in failing 
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to deliver expected letters and bundles. If one's 
letter is intended for a city where mail matter is 
delivered by carriers, the street and number should 
follow the correspondent's name, the town (also 
the county, outside of New England) and the 
State coming after. 

The stamp should invariably be placed on the 
upper right-hand comer of the envelope. This is 
customary among all intelligent business men; 
and any unusual position of the stamp, besides 
betraying the sender's ignorance, delays the work 
of the hurried postal clerks, as they cancel and 
distribute the contents of bags and boxes. 

If the sender's address is written upon the 
left-hand end of the envelope, the letter will be 
returned to him in thirty days, in case the proper 
owner is not found. If an earlier return is de- 
sired, the sender may say, giving the address of 
the writer, thus, — 

If not delivered in ten days, return to 

John B. Smith, Damariscotta, Me. 

All business letters should be promptly an- 
swered. Few respectable* business men or firms 
allow any unnecessary delay in attending to their 
correspondence : in case one's letter does not 
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receive a reasonably prompt reply, it is always 
proper to write again, to ask the cause of the- 
delay ; but such inquiries should never lack cour- 
tesy, A rude note of fault-finding bears poor tes- 
timony to its author's own perfection ; and it is 
always to be borne in mind that the delay in 
question is quite as likely to have been caused 
by the sender's own blunder, as by the receiver's 
neglect. 

It is always important to keep an exact copy of 
every business letter one sends away. Memory 
is a very uncertain support ; but the possession of 
a literal copy showing precisely what one's re- 
quest or agreement really was, may save long and 
vexatious disputes. 

The letters of business which are received from 
time to time should likewise be carefully " filed ; " 
that is, kept in order for future reference in time 
of possible need. Friendly letters may or may 
not be worth hoarding ; but correspondence which 
relates to prices, promises, or other business mat- 
ters, should be laid away where it can readily be 
consulted. The habit of preserving such papers 
in some orderly fashion may save the owner from 
annoyance and imposture, or even from serious 
loss, both of time and money. 



BILLS, RECEIPTS, AND ACCOUNTS 



The words " bill " and " invoice " commonly 
mean the same thing, — that is, a " Bill of Sale " 
of goods sold or an account of services rendered, 
with the price or value attached to each item on 
the list. Such a document is a record of the trans- 
actions in question. Its presentation may or may 
not be in itself a demand for payment of the debt 
That depends on the mutual understanding of the 
persons concerned. The man who gives the mer- 
chandise or the service is the creditor : he who 
receives the same is the debtor. 

In making out a bill, the date is the first thing 
to be considered. It is written just as in a busi- 
ness letter. Then comes the name of the debtor, 
followed by that of the creditor, and afterwards 
the items in similar order as below. 

Leavenwoi^th, Kans., May lo, 1888. 

Joseph J. Smith 

To William Brown field & Sons, Dr. 

May I. For 5 lbs. lead pipe, at ,08, {(k).40 

" ** Labor on repairs, 2.75 

fo-iS 
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BILLS, RECEIPTS, AND ACCOUNTS 1 3 

Business men present such bills immediately 
on the delivery of goods, or when the same are 
forwarded according to directions, or are ready 
for delivery, even if they have agreed to wait ten 
or thirty or ninety days, or longer, for their pay. 
In case the account stands unsettled at the begin- 
ning of a new calendar month, it is customary 
for the creditor to send the debtor a " statement " 
as a formal reminder of the affair. A statement 
differs from an ordinary bill in that it does not 
mention particular items of goods or service, but 
only their total amount. 

It is needless to say that law and honor demand 
the prompt payment of one's bills when due. 
A decent regard for the prosperity and conven- 
ience of others should prevent those who would 
not be considered dishonest from being dilatory 
or forgetful. And, as a matter of fact, the most 
selfish person will find that punctuality brings its 
own unfailing reward. The man who has a repu- 
tation for paying his bills promptly is in good 
credit, a#d is given lower prices and readier ser- 
vice than his neighbor, from whom money is col- 
lected with difficulty. 

It is also true that a person who buys goods 
''on the instalment plan" has always to pay 
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higher prices' than does a cash purchaser. Some- 
times the difference is trifling: sometimes it is 
enormous. 

When a bill is paid either in full or in part, the 
person receiving money should always acknowl- 
edge the fact in writing. Such an acknowledg- 
ment, called a " receipt," may be made in various 
ways. The simplest way is for him to write on 
the foot of the bill, thus, — 

Received payment, May 15, 1888, 

William Brownfield & Sons. ^ 

Or, if the original bill is not conveniently at hand, 
a separate receipt can be given ; for example, — 

Leavenworth, Kans., May 15, 1888. 

Received of Joseph J. Smith Three and ^ffi^ dollars in 

full of bill May 10. 

William Brownfield & Sons. 

When part-payment is made on a large bill, 
the receipt is written, generally, on a separate 
paper. It is worded like the instance ^ove, ex- 
cept that, instead of saying " in settlement of bill," 

it says "on account of bill," or "on account," 

■ ■ ■■ 

1 If the receiver is not a member of the firm, his name 
should be placed beneath the firm signature, thus," By A.B.'* 
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etc. If the creditor's wife or son or clerk re- • 
ceives the money in his stead, the receipt is to 
be written in just the same way, the clerk sign- 
ing his own name below the name of the real 
creditor. All receipts, after being signed, belong 
to the person who has paid the money ; they are 
proof that his debt has been paid. 

When a merchant or manufacturer sends out 
goods C. O. D. (see the chapter on express busi- 
ness), he forwards with the goods a bill made out 
as usual. At the foot of the bill is written, 
for example, — 

Received payment, C. O. D., 

William Brownfield & Sons. 

and the expressman brings back the money on his 
return trip. Except in the case of C. O. D. bills, 
no bill should ever be receipted before it is 
actually paid. This system is comparatively safe, 
for the expressman is required to bring back 
either the money or the goods. 

These are the most common and simple rules 
in regard to recording sales of personal property, 
— that is, movable property. But all property 
is not personal. Houses and lands are called 
" real " property, or " real estate," and when the 
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sale of real estate is effected, the form of the bill 
of sale becomes much more complicated. Such a 
document, drawn out as required into an elabo- 
rate declaration of the agreement into which the 
interested parties enter, is called a " deed." A 
" quitclaim deed " transfers to the purchaser what- 
ever right and title the seller formerly possessed, 
be they perfect or poor. A " warranty deed " is 
intended to warrant the purchaser an absolutely 
sure right and title to the property bought. The 
proper writing, signing, and recording of deeds 
is a serious affair, and requires the assistance of 
a competent and careful legal adviser. 

Bills and receipts of every sort should always 
be saved, and laid away in some orderly manner, 
ready for reference in time of need. Should no 
more serious occasion ever arise, it may at least 
be often convenient to recall just what price one 
paid for the new bicycle, or when one settled the 
old account with the house-painters. But it is 
quite possible that the loss of formal receipts 
may involve their heedless owner in great trouble 
and expense. Demand is often made by either 
dishonest or mistaken creditors for the payment 
of a bill settled some time before. If the debtor 
has only his personah memory of the payment to 
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fall back upon, he may be obliged to make a 
second payment to satisfy the law ; but if he can 
show a receipt from his creditor for the sums 
in question, it will decide the dispute in his 
favor. 

Every one who handles any money should keep 
a systematic "cash account," showing in detail 
how much money he receives, when*, from whom, 
and for what equivalent in property or labor; 
.also, how much money he spends, and when and 
for what it is used. The habit of recording these 
details accurately and neatly, no matter how 
trifling the sums involved, is a great help to any- 
body who wishes to order his affairs sensibly, and 
get as much good as possible out of whatever 
money belongs to him. The possible forms of a 
private cash account are many. The following 
illustration shows one of the easiest forms. A 
small blank-book has its opposite pages ruled and 
arranged as on p. i8. 

Cash received should be entered on the left- 
hand page ; and cash paid, on the right-hand page. 
Ever}' entry should have its correct date, and 
should be written in sufficient detail to be dis- 
tinctly understood ; that is, the stylographic pen, 
the candy, and the horse-Car fares should be 
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BILLS, RECEIPTS, AND ACCOUNTS IQ 

written down separately, — never " lumped," as 
** Sundries, $1.85." That sort of book-keeping is 
a dreary delusion. Each page should be added 
by itself, the left-hand total carried over to the 
top of the next left-hand page, the right-hand 
total carried over to the top of the next right- 
hand page. And at any time the excess of the 
left-hand total over the right-hand total (that is, 
the excess of receipts over payments) should be 
just the amount of money the book-keeper then 
has on hand. Regularly once a month, or oftener, 
and at least once in three months, after thus 
" proving " the amount on hand to be quite cor- 
rect, the account should be " balanced ; " that is, 
the sum remaining on hand should be written down 
on the right-hand page following after the last 
payments, " Balance on hand, $13.49," or what- 
ever amount it may be. Then the two pages 
should be added separately, their sums coming 
out just alike, and ruled lines should be drawn 
at the foot of the pages, to show that a bal- 
ance has been taken. The fresh pages are to be 
opened, and the account begun afresh, as in the 
example given, with the amount of the new " Bal- 
ance on hand." 

If every little item is faithfully set down, one 
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will find himself amply rewarded for the neces- 
sary trouble, as he learns the convenience of 
looking back to see just how much he received 
for his wood-carving before Christmas, and when 
it was that he heard Mrs. Scott Siddons read 
"Macbeth." And if, on thoughtful inspection, 
the little pages seem to be sprinkled rather too 
thickly with purchases of selfish and foolish 
trifles and indulgences, while intended gifts and 
coveted books and journeys found no place fet 
all, one has at least a good chance to stand up 
manfully and declare to himself that another'year 
he will plan better, and get more good out of the 
same income in other ways. 

If one has to keep the cash account of a club 
or society, each account of the sort should be 
recorded in a separate book, and the sum on 
hand should, in each case, be kept by itself and jj 

distinct from one's own funds or the funds of j 

other organizations. 

The record books of a practical business man 
are many, and their arrangement complicated. 
They naturally require the most systematic accu- 
racy in the person or persons having them in 
charge. Slovenly book-keeping is seldom par- 
doned by business men ; and, in case of financial 
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disaster, the failure to exhibit a clear and com- 
plete record of all one's transactions invites re- 
proof and suspicion. Most business firms " take 
account of stock " and " balance the books " at 
intervals of twelve months ; that is, they reckon 
up as their "assets" all their property, cash, 
and various securities, together with the sums 
that other people owe them ; and as " liabilities," 
all their debts of various sorts. The difference 
between the two amounts shows their " net " 
capital ; that is, what they are " worth." In 
case the liabilities are greater than the assets, 
they have really no solid ground left to stand on, 
and are said to be " insolvent." An insolvent 
firm is frequently allowed, by either the forbear- 
ance or the ignorance of its creditors, to keep on 
transacting business, in the hope of coming pros- 
perity: but various reasons often oblige such 
firms to " fail ; " that is, to acknowledge their 
inability to pay their debts in full, and to ask 
their creditors to make some agreement for re- 
ceiving their dues in part or after a definite 
delay. An intentional failure, planned for the 
purpose of defrauding creditors, is dishonesty, 
deserving the condemnation and contempt of 
every honest person. In contrast to such mean 
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practices many communities can point with 
pride to men who, after unfortunate failure 
in business, went manfully to work, and paid 
up every cent of the old debts, with interest 
added. 
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POST-OFFICE BUSINESS 



The Postal Service is maintained by the United 
States Government for the benefit of the people. 
The fees charged are intended to cover the ex- 
penses. It is not meant to be a money-making 
institution, but so enormously has the amount of 
its receipts increased in the last few years, that 
Congress has made several reductions in the 
rates of domestic postage. The convenience and 
cheapness of the service make it one of our great- 
est public blessings. 

At present (May, 1889), mail matter is classi- 
fied by the government as follows : — 

First Class. — All letters, and, with very few 
exceptions, all other matter containing anything 
written, two cents for each ounce or fraction of 
an ounce. 

Second Class. — Newspapers and magazines, 
one cent for each four ounces or fraction of four 
ounces. The publishers of newspapers and mag- 
azines get a still lower special rate. 

Third Class. — Books, circulars, and other 

23 



24 EVERY-DAY BUSINESS 

printed matter, one cent for two ounces or frac- 
tion of two ounces. 

Fourth Class. — Miscellaneous articles and 
merchandise, weighing not over four pounds, one 
cent for each ounce or fraction of an ounce. 

The postage stamps in most frequent use at 
the same date are : — 

Portrait of Franklin, light blue, one cent. 

Washington, green, two cents. 

Washington, flame color, three cents. 

Jackson, crimson, four cents. 

Garfield, slate color, five cents. 

Jefferson, golden brown, ten cents. 
(Special Delivery) Messenger Boy, dark blue, ten cents. 

Postage stamps bought to be enclosed in a letter 
should be ones or twos, — never of larger denom- 
inations, as those are much less easily disposed 
of. Letters should always be stamped on the 
upper right-hand comer of the envelope. Pack- 
ages should, if possible, be stamped on the 
addressed side, but so placed as not to crowd 
the address or make it indistinct. If a stamp 
has been used on the wrong envelope, or for 
any reason it is desired to take an unused stamp 
off the envelope, it is always much easier to peel 
the envelope off the stamp than to try to pull 
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the Stamp off the envelope. If it still sticks, a 
few minutes' soaking in cold water will loosen it, 
and drying makes it all ready for a coat of muci- 
lage and a second trial. The penalty for using 
cancelled stamps is very severe, and should most 
emphatically warn off any one who is not honest 
enough to deal fairly with the government. 

Foreign stamps — Canadian and others — are 
of no value on letters mailed in the United States. 
^Letters so stamped are treated as if they bore no 
stamps at all. Letters that bear no stamps are 
usually not forwarded to their address, but are 
sent to the Dead-Letter Office in Washington. If 
they are forwarded as directed, the receiver has 
to pay the postage. If a stamped letter is' found 
by the postal clerks to require more postage, the 
letter is forwarded, and the additional sum is col- 
lected from the receiver. 

Stamped envelopes and stamped wrappers for 
newspapers may be bought for a price including 
both stationery and postage. If one of these 
wraps or envelopes be spoiled in addressing it, 
the purchaser is not allowed to cut the stamp out 
and paste it on a plain wrapper. Packages so 
prepared are treated as, if no postage had been 
paid at all, but such wrappers or envelopes will 
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be exchanged without charge by the postmaster 
for stamps of the same value. Stamped letter- 
sheets, combining both paper and envelope with 
a stamp, are often found convenient by the hur- 
ried writer. They follow, in general, the same 
rule as other sealed letters. 

Postal cards should never be sent to " dun " 
for payment a troublesome debtor ; neither should 
they be used for confidential messages, as they 
are always liable to be read by the persons han- 
dling them. It is not against the law for postal 
clerks to read such cards : they are forbidden 
only to repeat what they read. Canadian or other 
foreign postal cards cannot be mailed in the 
United States. Letters may be redirected and for- 
warded without extra charge, if their owner is found 
to have changed his address. Packages require 
a renewed payment of postage in such cases. 

A valuable letter or other package may always 
be " registered " to insure its safe delivery. The 
letter or package should have the sender's name 
and address written across the left-hand end of 
the envelope, in addition to the usual address in 
the usual place. The postage stamps affixed 
should be whatever the package would natu- 
rally require and ten cents extra. This ten-cent 
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fee may be paid by adding a ten-cent stamp beside 
the others, or by adding a number of smaller 
stamps sufficient to make up the amount. The 
total fee is the important thing. A letter or pack- 
age so stamped is handed to the registry clerk at 
the post-office, he being told the sender's full name 
and address. The clerk then gives the sender 
a receipt for the letter, showing that the govern- 
ment has taken it in charge, and, after the pack- 
age has reached its destination, the sender gets 
through the regular mails a second receipt, signed 
by the person to whom the package was addressed, 
showing that the government did deliver it. 

When receiving registered mail, one sometimes 
has the matter brought by regular carriers, and 
sometimes one has word from the post-office to 
call there and get the mail in question. At the 
office, one is often required to " identify " himself ; 
that is, to prove that he is really the person 
addressed on the package. This is most readily 
done by asking some person who knows both 
one's self and the registry clerk to assure the 
officer that there is no mistake. In the absence 
of such an acquaintance, one can show cards and 
other letters to prove his right to the additional 
mail. The receiver of a registered package is 
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asked to sign two receipts for the package, — one 
in a book kept by the post-office authorities, and 
one on a card which the post-office sends back by 
mail to the sender of the package. 

The Special-Delivery System is intended to 
insure the delivery of any letter or package to 
its owner immediately on its arrival at the proper 
office. The fee is the same as for registration, — 
ten cents extra in addition to the regular postage. 
But, unlike registration, it requires one particular 
sort of ten-cent stamp, which can be bought for 
the purpose and affixed alongside the ordinary 
stamp. There are no other formalities about 
sending off a special-delivery letter. After it 
is properly stamped with both the regular and the 
special fee, the sender has simply to take it to 
the post-office as quickly as possible. The owner 
will receive it by a special government messenger, 
and must sign a receipt for it in a small official 
book carried by the messenger. He is expected 
to write also, in a column ruled off for the pur- 
pose, the exact time of day when the letter was 
brought to him. This receipt is kept by the post- 
office authorities. The sender gets no formal 
receipt, except the natural reply of his corre- 
spondent 
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Special-delivery letters are not especially sent 
out from small post-offices to people living more 
than a mile from the office. They are most useful 
on comparatively short journeys, where the mes^ 
sage requires haste, but is too long to be sent 
economically by telegraph. 

A postal note is useful for sending by mail 
fractional parts of a dollar, when one does not 
wish, to enclose heavy coin or inconvenient 
stamps. Its advantages are neatness and con- 
venience. If lost, the post-office will not replace 
it, — afly chance finder can obtain the money 
for it, — so it is not much safer than coin, except 
for the fact that coin is heavy, and its presence 
in a letter can always be detected in handling. 
When sending away even dollars, a postal note is 
but little safer than bills. Postal notes can be 
obtained at any post-office of average importance, 
for any sum from one cent to four dollars and 
ninety-nine cents. The fee is always the same, 
three cents. In purchasing a postal note one has 
simply to tell the clerk the sum desired, and to 
pay him that sum with three cents additional. 
The note can then be folded in with a letter and 
mailed in the usual manner. 

The receiver of a postal note may exchange it 



30 EVERY-DAY BUSINESS 

for cash at any post-office of sufficient importance 
to issue similar notes and money-orders, by sign- 
ing his name on the blank line for that purpose 
at the foot of the note. If the proper owner 
cannot take it to the post-office, anybody else 
can collect the amount in his stead. It makes no 
difference to the government whose name is 
signed when it is handed in. It must, however, 
be presented for payment within three months 
from the last day of the month in which it was 
issued. Exceptions to this rule can be learned 
of any postmaster. 

Money-orders cannot be obtained or cashed at 
any and every office, but only at offices of con- 
siderable size and comparative importance. They^ 
offer a safer and slightly more expensive form in 
which to make remittances. They may be ob- 
tained for any sum from one cent to one hundred 
•dollars, and the fee varies accordingly from five 
to forty-five cents. A money-order is one of the 
safest ways in which to send small payments, 
because the forms used make it, if not impossible, 
at least very difficult for anybody but the right 
person to obtain the money for it. When one 
wishes to procure a post-office money-order, he 
is given a printed blank, or "application," to 
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be filled out in part by himself. Careful reading 
shows him plainly which lines are to be filled 
out by his own hand. On those lines, as indi- 
cated, he sets down : The date of his applica^ 
tion; the sum to be sent; the full name of the 
person to whom it is going, both Christian name 
and surname ; the full address of the same per- 
son, with street and number if possible ; his own 
full name ; his own full address. 

The paper thus filled out is handed to the 
clerk, together with the sum of money mentioned, 
and the additional fee, whatever that may be. In 
exchange, the clerk hands out an order on the 
postmaster of the town where the money is to be 
sent, asking that postmaster to pay the specified 
sum to a person (not named) of whom the clerk 
proposes to write in a separate official communi- 
cation. This order is to be mailed to the distant 
correspondent by the party purchasing it. 

The receiver of a money-order takes it to the 
post-office, and presents it to his own postmaster 
for payment. Before he can receive the money, 
he must tell the full name and address of the 
person who sent it to him, and also his own full 
name and address. If the postmaster does not 
personally know him, he usually must "identify 
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himself; " that is, he must bring some proof that he 
is really the person having the proper right to the 
money. This may be done by calling in some 
acquaintance who is also known to the postmaster, 
or by showing the possession of other papers, 
etc., which could belong only to the person having 
a right to the money. This precaution on the 
part of the postmaster is required by the rules of 
the department, and is necessary to fully protect 
the sender of an order against possible fraud. 
When authority is satisfied as to the identity of 
the holder of the order, that person signs his 
name at the foot of the order, and is paid the 
money which the money-order calls for. 

If the holder of an order cannot himself go to 
the post-office, he may authorize somebody else 
to collect the money in his stead. This he does 
by filling out, according to the printed directions, 
a certain printed form found on the back of the 
order. Then the person to whom such authority 
is given goes through the same ceremony at the 
post-office as if he were the original payee. A 
money-order must be presented for payment 
within one year from the date of its issue. If 
lost by either the sender or the receiver, it will be 
replaced by the post-office department. The 
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particular conditions of such replacement can be 
learned of any postmaster. 

The vast amount of business done through the 
post-offices of the country makes it necessary that 
the rules of the department shall be definite and 
strict. And the immense convenience and cheap- 
ness of its service to the public make it an es- 
pecially shabby sort of dishonesty to knowingly 
break such rules. It is always allowed, even 
desired, that the sender's address shall be written 
on the outside of a bundle or package, to show 
where it comes from. A simple address may be 
written inside a book that is to be sent away by 
mail, and business men are allowed to fill in their 
correspondent's name on a printed circular. But, 
aside from these privileges and those of postal 
cards, one is not ordinarily allowed to send any 
writing without paying full letter rates of postage ; 
and any intentional evasion of law for the sake of 
saving a few cents is stealing, just as truly as if 
the money were slyly removed from a merchant's 
money-drawer. 
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The Electric Telegraph is an indispensable 
convenience. In many kinds of business the 
greater part of the important messages sent by 
one person or firm to another go by wire and 
not by mail ; and most private individuals, at 
some time or other, have occasion to send^and 
receive messages in this manner. 

When one wishes to send away a telegram, the 
operator provides him with a blank on which to 
write out the desired copy. This blank is ruled 
off with certain lines, plainly marked, for the date 
and for the address of the distant correspondent. 
These items are to be entered first ; then comes 
the message itself. It is customary for the tele- 
graph companies to charge a fixed sum for a 
message requiring a certain number of words 
(usually ten, not counting address and signature), 
this sum varying with the distance involved ; and 
to add to the ten-word price a certain extra charge 
for each additional word used. Ten words have 
been found to be a good average limit to the 
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needs of every-day messages, — hence the arrange- 
ment of a standard price, — and it is surprising 
to note how perfectly that number of words may 
be made to express what one first arranged in fif- 
teen or twenty. It gives one excellent practice in 
condensing speech. For instance, this twenty-six 
word message : — 

" I somehow just missed the train at a quarter 
past seven, so now I cannot come until Tuesday 
morning. Jennie is coming back then with 
me," might just as well be put in seven words, 
thus : — 

" Missed train. Coming Tuesday morning with 
Jennie." 

Still, if any business requires more space than 
ten words, one may send as long a message as 
he likes, provided he pays for the extra words. 

The address, message, and signature should be 
written so clearly and plainly that the operator 
cannot possibly make a mistake in reading them. 

Telegrams may usually be prepaid or not, 
according to the sender's preference; but, if 
the message is to be sent a very long distance, 
to a private individual, advance payment is some- 
times required. And if the message be for the 
sole convenience and advantage of the sender, it 
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can hardly be courteous to leave the payment to 
be made by somebody else. 

It is always wise to keep a copy of any impor- 
tant telegram sent away. Business men always 
keep such copies, and often send a written copy 
by mail to follow the telegram. In case any 
question arises as to the precise form of a mes- 
sage, if no copy was kept by the sender, he can 
(by applying within six months) obtain from the 
telegraph operator an exact copy of the message 
in question. But after six months the sender 
would probably have no way of proving just what 
words he sent, as the old blanks are destroyed 
after the specified time. 

Telegrams are delivered by authorized mes- 
sengers of the receiving company. The receiver 
has always to sign a receipt for the telegram, 
and to note down, in a space ruled off for 
the purpose, the exact time of day when the 
message reached him. If the message was not 
prepaid, he must pay to the messenger the 
full charges; and, if he lives beyond a certain 
limit of distance from the office, he must pay a 
small additional fee for the service of the mes- 
senger boy. 

Telegraph operators are, as a rule, both accu- 
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rate and prompt ; but, in the enormous pressure of 
business in the larger central offices, delays are 
perhaps unavoidable, and should be accepted 
with the best philosophy and charity at one's 
command. The service is not yet perfect, but 
perfection, it is to be hoped, is on the way. 

Telegraphic money-orders are a great conven- 
ience when one wishes to send money with the 
utmost possible haste to some distant corre- 
spondent, and cannot wait for the journey of the 
mail trains. Not all telegraph offices are money 
offices ; only those located in the larger and 
more important towns will send such messages. 
When one wishes to send funds by telegraph, he 
goes to the office, and is given a money-order 
blank, provided especially for such needs. On 
lines plainly marked for the purpose, he writes 
the full name and address of the person to re- 
ceive the money, the amount to be sent, and his 
own full name and address. This paper he gives 
to the operator, together with the amount of money 
mentioned, and, usually, the regular fee for the 
service. The fee is, for a fifteen-word message, 
just double what it would be for an ordinary mes- 
sage of the same length, and an additional com- 
mission of one per cent of the sum transmitted. 
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In counting up the number of words, it is to be 
remembered that this message is addressed not 
directly to the correspondent, but to the telegraph 
operator at the other end of the line ; so, of course, 
the correspondent's name and address are a part 
of the message, and to be counted as such. 
Fifteen words are usually enough. If more are 
needed, an additional charge is made. 

Money so intrusted to a regular telegraph 
company is perfectly safe. The sending of the 
message by the operator is in itself proof that the 
amount of the order had been handed in, because 
no operator would send off such a message with- 
out first taking the sender's money for it. And 
if, for any reason, the person to receive the money 
cannot be found within forty-eight hours, the 
sender always has the money promptly returned 
to him. In such a case, the fees are not paid 
back to him, because the company have had just 
as much trouble as if the mission had been 
successful. 

A telegraphic money-order naturally requires 
that the receiver shall be able to identify himself ; 
that is, to prove that he is the person intended. 
But as this sort of order is likely to be sent to 
a person who is an entire stranger in a strange 
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place, and cannot easily spare time to hunt up 
positive proof of his rightful claim to the money, 
the sender has a way of relieving the receiver 
of so much trouble. This he does when he is 
sending off the order, by signing on the reverse 
side of his application blank an order, which 
authorizes the distant telegraph operator to pay 
the money to the person named without requiring 
that person to do more than give his word that 
he is the right individual. 

When a telegraphic money-order reaches the 
operator at a distant place, he at once sends out 
a messenger to the interested party, notifying him 
to come to the office, and get a remittance there 
waiting for him. On reaching the office, he has 
or has not to prove his identity, according to the 
arrangement made by the sender, and then is 
asked to sign a receipt for the money " in dupli- 
cate ; " that is, to sign two receipts just alike. One 
is kept by the operator, and one is sent to the 
superintendent of the company. Then the money 
is paid over to him. 
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When ordering goods to be delivered by ex- 
press, one should take pains to give the express 
address precisely. Country residents, in particu- 
lar, often receive mail at one office and express 
matter at another. When sending away a parcel, 
care should be taken to wrap it securely and mark 
it plainly. Perishable stuff, like flowers and fruit, 
or fragile, like china and glass, should be so par- 
ticularly labelled as to show the need of care or 
haste in forwarding. Charges vary according to 
the character and weight of the matter sent and 
the distance to be travelled. As a rule, the charges 
may be prepaid or not, as the sender prefers ; but 
on long distances advance payment is often re- 
quired. Express agents will always give receipts 
for the packages taken into their charge, if so 
requested ; and the possession of such a receipt, 
though not always necessary, is always desirable, 
and may be of particular value when a package 
has been damaged, delayed, or lost on the way. 

If the sender puts his address on the outside of 
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the package, he will receive prompt notice from 
the express company in case the "consignee," 
that is, the receiver, is not to be found. It is 
important to send word at once by mail to the 
person for whom a package is started, telling 
him what has been sent, and when, and through 
what express company it began its journey. If 
he is expecting the package, delay in its delivery 
is less likely to be caused by the neglect of the 
company. 

The consignee or receiver of an express bun- 
dle has always to sign a receipt for it when he 
takes it from the company. If another person re- 
ceives it in behalf of the party addressed, he should 
sign, first, the name of the proper consignee, 
and, under that, his own name. If the package 
is damaged, or appears to have been tampered 
with on the journey, the express company will 
allow him to open and examine it before sign- 
ing a receipt, in order that he may refuse to 
receive it, if things are not as they should be. 
The responsibility of express companies for dam- 
age to goods "in transit," that is, on the way, 
varies according to circumstances, but, in general 
terms, they are responsible for losses caused by 
carelessness. 
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C. O. D. means Cash On Delivery. When 
goods are forwarded on that plan, the sender 
accompanies his parcel with a bill for the goods, 
already receipted. The consignee pays the 
amount of the bill to the delivering express- 
man, together with the company's own charges 
for the delivery, signs in the expressman's book 
a receipt for the package, and then is given the 
goods and the receipted bill together. His cred- 
itor was perfectly safe in sending the goods in 
this way, because the expressman invariably col- 
lects the C. O. D. bill before he- lets them go out 
of his possession. Sometimes the purchaser is 
expected to pay also the expressman's fee for car- 
rying the money back to the creditor. In that 
case, of course, his purchase becomes more ex- 
pensive than if he had paid for it at the store or 
factory where it was bought. 

When one is sending by express a package of 
money in the shape of bills, notes, or coin, the 
package must be enclosed in an envelope or 
wrapper, especially provided /for the purpose by 
the company. No charge is made for the wrap- 
per ; it is made in a way to be particularly strong 
and secure. The " shipper," that is, the sender 
of the package, seals the envelope himself and 
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"writes on it the address to which it is to be sent, 
together with the amount of money enclosed. 
The agent of the company then ties up the 
package, adds his large official wax-seals, and so 
arranges these seals as to make it practically 
impossible to open the envelope without cutting 
the string or breaking the seals. He then gives 
the shipper a receipt for the package, which 
should be carefully preserved. The charges for 
forwarding may be paid in advance or it6t. They 
vary according to the amount of money and the 
distance to be travelled. Any amount one desires 
to send will be safely carried by a reliable 
company. 

The consignee of such a package sometimes 
has it brought to him to be receipted for, like any 
other bundle ; or, sometimes he merely receives 
word from the company to call at the office and 
get a valuable package there awaiting him. Pack- 
ages of money will not be given into the hands 
of any person but the one addressed, unless the 
rightful owner sends a substitute armed with the 
most unmistakable written authority in the matter. 
As in other cases, the receiver must sign a receipt 
for the money before he can carry it away. 

Express companies also issue money-ordeis, 
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somewhat like those to be obtained from the 
post-office department. The fee varies accord- 
ing to the amount called for, but with most com- 
panies one cannot get a single order for over 
fifty dollars. A person applying for such a 
money-order does not have to fill out a blank 
form of application. As a general thing, he has 
simply to tell the agent the sum desired, and the 
full name and address of the person to whom he 
wishes to send it. The agent gives him then, in 
exchange for the proper amount of money, two 
papers. One is a receipt from the company, ac- 
knowledging that so much money is in their 
hands, to be •forwarded to So-and-So, — this is 
to be kept by the applicant. The other is the 
order itself, duly filled out by the company's 
agent, asking the express agent at the distant 
place to pay the sum named, to the person named. 
To complete the authority of the order, the sender 
has usually to sign his name, in a space ruled off 
and marked for the purpose, on the back of the 
order, and then the document is ready to be en- 
closed in a letter and sent away. 

The person who receives an express money- 
order can get the cash for it at any office of the 
same company, or, usually, at a nationa^ bank. 
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It must be presented for payment within a cer- 
tain time, specified on the margin of the order. 
The receiver may or may not be required to prove 
his identity at the express office. If the owner 
wishes to send somebody else to the office to 
collect it, he can write across the back, " Pay 
to the order of So-and-So," signing his own name 
beneath. This is called " indorsing " the order. 
Whoever does receive the money from the com- 
pany signs his name at the foot of the reverse 
side of the order, and gives it up in exchange for 
the money. 

There is, on the whole, little difference between 
the expense of postal money-orders and express 
money-orders. The postal order is usually con- 
sidered a trifle safer, on account of the strictness 
with which the rule about identification is en- 
forced ; but the express order may frequently be 
more convenient, — as, for instance, when money 
is to be sent to a country town where the post- 
office does no money-order business, but where 
the express company may be willing to send 
orders to their local agent. 
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In general terms, money is any agreed-upon 
substance or article which, in being passed from 
a debtor to a creditor, measures the extent of the 
debt, and represents the actual giving-up of 
property of a specified value. Anything which 
can pay a debt or purchase property is money. 

For instance, in the ancient days, when the 
wealth of our barbarous ancestors consisted chiefly 
in flocks and herds, the simplest and easiest 
understood way of expressing the value of a thing 
was to say it was worth as much as an ox or a 
cow. So, when a rich man was paying for a piece 
of woven matting for his tent, he might agree 
with his creditor that the merchandise was worth, 
say, two young heifers. Perhaps the creditor did 
not really need any more cattle ; he wanted a 
certain sort of polished stone ornaments ; but he 
knew that the man who had the stones would 
take cattle in payment. So he might accept the 
cattle and use them as money, to pay his own 
debt. As a matter of fact, cattle were very fre- 

46 



UNITED STATES MONEY 4/ 

quently so used. Our common word pecuniary^ 
meaning " relating to money," is derived from the 
Latin/ft^wi", or "cattle." 

A great variety of other things have from time 
to time been used as money by the people of bar- 
barous countries, or by civilized people in half- 
settled communities. Dried codfish, strings of 
shell-beads, and measures of corn, were sometimes 
so used in tjtie days of the early settlers in America. 
Now our " currency " or current money consists, 
like the currency of other civilized nations, of 
coin and of paper certificates ; that is, of pieces of , 
more or less valuable metal, readily acceptable 
and exchangeable by everybody, and of written 
and printed documents entitling their receiver to 
a certain amount of property, the kind of prop- 
erty varying. The word ** money " is used in dif- 
ferent senses by scientific men and the ordinary 
mass of the people. In its most common, every- 
day sense, it is understood by us to mean coin, 
bearing the government stamp : bank-notes, treas- 
ury notes, and treasury certificates. 

Our money system is very far from being per- 
fectly exact and satisfactory. Financiers, who 
have studied its complicated problems with great 
care, hold different opinions as to the right way 



48 EVERY-DAY BUSINESS 

of understanding the present system, as to its 
reasonableness and desirability, and as to the 
attitude and action which the government ought 
to take in regard to the whole subject. The 
statements of this chapter in regard to our com- 
mon currency are therefore intended not for 
students of theories in political economy, but 
simply for those boys and girls whose chief inter- 
est in money is confined to the questions how it is 
prepared for circulation, and how much it will 
buy to-day. 

First, we must have some standard of value. 
We do not now !?ay so many cows' worth of goods, 
but so many dollars' worth. By a "dollar" we 
first meant the value of 37 ij grains of pure 
silver; or of a piece of gold weighing 24^^^^^ 
grains. In later years the composition and weight 
of both the silver dollar and the gold dollar have 
been more or less altered ; and opinions differ as 
to whether we should rightly have two standards 
of measurement for values, or only one. The 
reason for a less weight of gold being reckoned 
of the same value as a greater weight of silver 
is, of course, because gold is the more precious. 
The value of a metal depends on its combined 
usefulness and scarcity; and, though circum- 
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Stances may make the exact proportion vary from 
time to time, a coin made of a more precious 
metal will always be naturally smaller than a 
coin of the same value made of more common 
material. 

The coins in ordinary use are made of copper, 
nickel, silver, and gold, all weighed and stamped 
by the authority of the government. The pro- 
cesses of refining crude metals are sometimes 
carried on near the localities where the metals 
are mined, but more or less of the refining is 
constantly carried on at the United States Mint, 
the headquarters for authorized coinage. The 
general charge of these affairs is given to an 
officer called the Director of the Mint, and all 
the chief work is done at the government build- 
ings in Philadelphia. The government weighs 
the metals, blocks them into convenient shapes 
and sizes, and stamps on each one its proper 
buying power. The making of similar pieces by 
others than the government is forbidden by the 
strictest la\ys. Making imitations of the govern- 
ment stamps is " counterfeiting," and is punished 
by severe penalties. These laws are intended 
to protect the people, in the assurance that their 
coins will be of the proper weight and value. 



50 EVERY-DAY BUSINESS 

It IS an interesting test of one's habit of obser- 
vation to try to write out, from memory only, a 
full description of the engraved designs and in- 
scriptions on both sides of even so common a 
piece of money as a silver quarter of a dollar. 
With all its common handling, comparatively few 
young people know its details with enough accu- 
racy to repeat them. 

Each one of our coins is practically under- 
stood to be worth either a certain fraction of a 
dollar or a certain number of times as much as 
a dollar. That is, speaking in general, popular 
terms, a copper cent is worth, for purchasing pur- 
poses, one one-hundredth as much as 412 J grains 
of coined silver, or one one-hundredth as much as 
23Toiy grains of coined gold. A half-dime will 
buy one one- twentieth as much as the mentioned 
weights of silver and gold, and so forth. A 
" double eagle " is so weighed as to be worth 
twenty times as much as a gold "dollar." As 
a fact, this proportionate buying power does 
not always follow the simple arithmetical propor- 
tion ; it may vary for special reasons. The most 
evident instance may be shown when the fashion 
is adopted in one particular town for ladies to 
wear gold dollars for breastpins or bangles. 
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This use of the coin (as property rather than as 
money), of course, lessens the number of such 
dollars in common circulation through the com- 
munity. Then, as the coins become scarce, peo- 
ple who are especially desirous to get gold 
dollars may give more than their face value, in 
exchange, for the sake of securing them. That 
is, such gold is " at a premium." A similar 
thing may take place on a very large scale, and 
affect the buying power of gold all over the 
country. Any coin which is rare, and especially 
interesting and desirable as merchandise, may 
come to have an increased buying power. Some 
years ago we had a quantity of nickel half-dimes 
stamped at the mint, by mistake, without bearing 
the word " Cents " anywhere about them. The 
few still in circulation are so much sought for as 
curiosities that a single piece can usually be ex- 
changed for fifteen cents, if the holder chooses to 
exchange instead of keeping it. So also with a 
few certain particular old issues of other United 
States coin. They are in demand on account of 
their rarity, and command a premium varying 
more or less with the interest of the would-be 
purchaser. 

On the other hand, circumstances may be such 
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as to depreciate some kinds of coin, and lessen 
their buying power. The most common illustra- 
tion of this is the case of punched coins. A dime 
with a hole in it is no longer desirable. Nobody 
is quite satisfied with it. It is not what it was 
when the government certified to its value. If 
anybody takes it in exchange for his property, he 
will usually no longer give quite ten cents* worth 
of anything in exchange for it. So it is with 
coins that have been so much handled and rubbed 
and worn as to become appreciably less than 
the proper weight, and to lose their legible stamp. 
Nobody is willing to take them for their full face 
value. A great many light and damaged coins 
are used up by jewellers, and workers in the 
precious metals ; and a portion go back, after a 
time, to the mint, to be melted over into bullion, 
and weighed out, and stamped once more in full 
legal quantity and form. 

The money commonly classed all together as 
" bills " consists of three kinds, quite different in 
their origin and meaning, — national bank-notes, 
treasury notes (" greenbacks "), and treasury cer- 
tificates. 

Bank-notes are the formal promises of certain 
national banks to pay coin, or its legal equivalent, 
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of the value thereon specified, to anybody who 
presents the note at the bank, and asks to have 
the exchange made. Keeping this promise is 
called " redeeming " the note. The body of the 
note is printed, and is much like a business man's 
ordinary note, made payable to the bearer on 
demand ; it is signed (usually with pen and ink) 
by the president aad the cashier of the bank 
issuing it. Occasionally these official signatures 
are printed from 2i facsimile engraving. A na- 
tional bank is obliged by the strictest government 
requirements to redeem all its own notes if so 
requested ; and, to make sure of its ability to do 
this, each bank issuing notes is compelled to keep 
an amount of capital, sufficient for the utmost 
need, in trust in the hands of the government. 
The bank is thus enforced to be ready for " a rainy 
day." When we pay a dry-goods bill by giving 
the merchant a bank-note, we are practically say- 
ing, " I have taken five dollars' worth of cotton 
cloth ; now, I have not five dollars in coin ready 
for you, but here is the promise of the Merchants' 
National Bank of Philadelphia to pay five dollars 
to anybody at their bank. Will that answer the 
purpose ? '* As a matter of fact, there is no 
question about the reliability of the promise ; so, 
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since such papers are more convenient to carry 
about than heavy coin, every ordinary creditor is 
perfectly willing to take them in settlen;ient of a 
debt ; and, indeed, most bank-notes become worn 
and defaced beyond using, before ever being 
presented at the counter of the proprietors for 
redemption. The only cases in which bank- 
notes may not legally answer the purpose of 
coin (in our own country) are sometimes when 
one is paying duties or import taxes to the 
government, and when the government is paying 
to an individual interest due him on United 
States bonds that he owns. These restrictions 
of use are printed on the bank-note itself. 

These national bank-notes are issued for the 
sums of five, ten, twenty, fifty, one hundred, five 
hundred, and one thousand dollars. They are 
printed, not by the banks themselves, but by the 
government at Washington, in the "Bureau of 
Engraving and Printing," and they bear the en- 
graved signatures of the United States Treasurer 
and the United States Register of the Treasury. 
The paper and the engraved plates used in their 
printing are prepared especially for the purpose, 
both being made with great elaboration and care, 
so as to render it as difficult as possible for any 
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unauthorized person to manufacture imitations of 
the genuine notes. On the back of each note are 
printed the legal penalties for making such coun- 
terfeits. After being engraved and printed, num- 
bered and recorded, in the government offices at 
Washington, the notes, in long sheets not yet cut 
apart, are forwarded to the bank for which they 
were prepared. The bank president's signature 
and that of the bank cashier are then added, in 
two blank spaces left for the purpose, and then 
the notes are cut apart and passed out, in payment 
of various claims, thus going into general circula- 
tion. Bank-notes that have become ragged and 
dirty from long jjp.ndling are sent to Washington, 
from time to time, by bank officers, and by assist- 
ant officers of the Treasury Department, and are 
exchanged by the government for treasury notes 
of the same amount ; so their holders suffer no 
pecuniary loss. Occasionally, a bank may send 
on a quantity of its own particular notes, and 
have them exchanged for fresh notes just like the 
original ones ; but, as a rule, the notes of any 
particular bank are presented for exchange, when 
they are worn out, by whoever has them on hand. 
A large force of skilful clerks is kept constantly 
at work in Washington, in examining and deci- 
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phering notes so badly damaged as to be unrec- 
ognizable by any but a specially trained eye. 
Some are badly torn, some have been soaked, 
some have been charred in a fire, many are soiled 
beyond semblance of their proper color and in- 
scription ; but all whose authenticity can be 
established by the wonderfully sharp eyes of the 
clerks are promptly replaced for their owners. 

" Greenbacks," or treasury notes, are so called 
from the color in which their backs were first 
printed. Treasury notes are engraved promissory 
notes of the United States Government, made 
payable to the bearer, and signed (in engraving) 
by the United States Treasinpr, and by the 
Register of the Treasury. Their appearance is 
much like that of the bank-notes, and they are 
issued in the same denominations as the bank- 
notes; we do occasionally find old one-dollar 
and twopdollar treasury notes still in circulation. 
The redemption of these notes is based on some- 
thing quite different from the security for the 
bank-notes. Unlike a banking corporation, the 
government has no reserve fund sufficiently large 
to pay all these notes promptly if they should 
happen to be presented all at once for redemp- 
tion. The great bulk of such redeeming pay- 
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ments would have to be made by raising money 
by taxation or else by borrowing large sums from 
capitalists. The government keeps constantly 
on hand immense quantities of coin, stored in the 
vaults of the Treasury and its branches. But it 
practically reserves the privilege of taking its 
own time about redeeming its promises. It 
prints on the face of each note the declaration, — 
" This note is legal tender for *' one dollar or five 
dollars, or whatever may be the sum in question ; 
that is, it offers this assurance to whoever re- 
ceives it: "This note is, by law, to be consid- 
ered as good as coin. Any one to whom you 
pay it must reckon it as equivalent to a dollar (or 
five dollars) in value." 

Treasury notes are engraved and printed at 
Washington, under the care of government 
officers. Their authenticity is guarded by great 
precautions in the nicety of their workmanship, 
and severe laws are enforced in regard to the 
punishment of counterfeiting them. They still 
bear, printed on each note, a list of instances in 
which such notes were not intended to be used ; 
that is, in paying import duties, and receiving from 
the government one's share of interest on United 
States debts. Practically speaking, the use of 
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treasury notes is almost without restriction. A 
citizen, at least, may pay with them any debts 
whatsoever. 

Treasury certificates are documents bearing 
essentially the same official seals and signatures 
as the treasury notes, and simply declaring that 
either gold or silver of a specified value is lying 
in the vaults of the Treasury Department ready 
to be delivered to whoever presents the certificate 
at the Treasury and asks for such exchange. 
Their use is simply a matter of convenience, as 
almost anybody would prefer five one-dollar silver 
certfficates, of undoubted genuineness, to five 
heavy silver dollars. A vast amount of silver has 
been bought, coined, and stored away in the 
Treasury vaults, and these certificates of its 
existence and readiness are at present in very 
common circulation. The gold certificates are 
of similar nature, but of larger denominations, 
and they are in much less common circulation. 
Specie certificates of either kind, corresponding 
as they do in practical fact to the named values 
in the precious metals, are good for any demand 
requiring those metal coins in payment. 

Treasury notes and certificates are all carefully 
numbered and recorded. Each issue also has 
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printed upon it the date of the particular Act of 
Congress which authorized its existence. Dam- 
aged pieces of either sort are accepted and 
replaced by the government authorities, as fast as 
they become unfit for use ; and the old, worn, dirty 
scraps are destroyed by being ground up into 
material for new paper, used for various ends. 
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A REGULARLY organized and chartered Savings 
Bank is an institution for the encouragement of 
people of small means in the habit of saving 
money, and for promoting the safety and profit 
of such savings. It is usually not at al> a money- 
making scheme on the part of its directors. The 
laws of different States vary on this point, but, as 
a general rule, the net profits of the business are 
understood to be divided among those persons 
whose money it has in keeping. Its establish- 
ment also works for the good of the community 
where it is located, because, as a general thing, a 
large part of its investments are placed near 
home, and local affairs are thus assisted. 

Before beginning business, the organizers ob- 
tain from the legislature of their State written 
permission and authority to undertake such busi- 
ness. This document of authority is called the 
charter of the bank. The officers chosen to 
occupy positions of direct responsibility are usu- 
ally required to give bonds ; that is, to find some 
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moneyed friend (" bondsman ") who is willing to 
sign an agreement to make up from his own purse 
any losses caused to the bank by the officiars 
possible future dishonesty, up to a certain limit 
of amount. This is not a reflection on the char- 
acter of the official ; it is simply a very common 
and business-like way of adding definite security 
to the trust reposed in a respectable man. 

As soon as the institution has an office and 
books of record, and somebody to receive and 
care for the depositors' money, it is ready for 
business. Some savings banks will receive "on 
deposit" — that is, for safe keeping — any sum 
from five cents to one thousand dollars, others 
prefer not to receive sums of less than one dollar 
at a time. Speaking in general terms, money 
deposited begins either at once or very soon to 
earn interest; but fractional parts of a dollar are 
not usually reckoned as drawing any interest, and 
sometimes no deposit is reckoned as beginning to 
draw interest unless it is as much as three or five 
dollars. The rules of different savings banks 
vary both in the amount of interest promised and 
in the dates when such interest is reckoned up 
and given to the depositor. The rates usually 
paid are from three to (in some States) six per 
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cent annually. Each bank announces certain 
dates at which calculation of interest begins; 
as, for instance, January i, April i, July i, and 
October i. In such a case, money deposited 
March 31 will begin to earn interest the very 
next day, but money deposited April 2 will not 
begin to earn interest until the first of July. 
Since to most customers of a savings bank the 
safety of their money is as much of an object as 
its increase, it is better to deposit a sum when 
ready, and not wait for any particular date. 

When making a first deposit and thus opening 
an account with the bank, the money is handed 
to a clerk, called the " teller." Sometimes there 
are two of these clerks, one to receive and one to 
pay out money, — or even more than one for each 
department; that depends on the size of the 
bank. The desk of the proper officer is usually 
plainly marked to show what his duties are. ^ The 
teller then asks the depositor's name in full, resi- 
dence, age, and occupation. If the depositor is a 
" minor," that is, less than the legal age for trans- 
acting business on his own account, or if some 
older person is depositing money in the name of 
a little child, the recorder adds the child's place of 
birth, and the full names of his father and mother. 
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And, unless the depositor be a young child, his 
autograph is left in a record book, ready for future 
reference and comparison. The depositor then 
receives from the book-keeper of the establish- 
ment a little memorandum book, called a " deposit 
book," in which his name is written, together with 
the date and the amount of his first deposit. No 
charge is made for the book. This book is to be 
most carefully kept among his private possessions, 
and carried again to the bank whenever he wishes 
to put in or draw out any money. 

The deposit of later additional sums is a much 
simpler matter. He has only to hand book and 
money to the receiving teller, and wait until the 
deposit is recorded, when a clerk gives him back 
his book with the new deposit entered therein. 

Whatever interest is earned by his money will 
be willingly " entered " or written down for him 
on his book at any time after it is reckoned up ; 
and the rules regarding such dates are printed 
clearly on the deposit book itself. Interest thus 
earned may be paid to the depositor in cash ; but 
if allowed to remain in the bank, as is usually 
done, the interest money itself begins to earn 
interest, and the deposit rapidly increases in 
amount from year to year. For instance, a de- 
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posit of $25, allowed to lie untouched ten years 
in a bank paying only four per cent interest, will 
at the end of that time amount to over $37. 

Besides this regular increase by the accumula- 
tion of interest, at certain intervals the bank 
divides among its depositors a balance of .net 
profits that had been for a time reserved, ready 
for the possible need of an emergency. These 
shares of profit, called also "dividends," are 
graded in proportion to the amount of a person's 
deposit and the length of time it has been in the 
bank's keeping. The actual arithmetical rate of 
the dividend is variable, and depends upon the 
general success of the business of the bank. 

The by-laws of a savings bank state a certain 
limit to the an^ounts any one person is allowed to 
deposit in its care. For instance, the stated limit 
may be one thousand dollars ; and when one has 
put in that amount, if he has still additional sav- 
ings, he must find for them some other place of 
deposit. The object of this rule is to keep the 
bank for the convenience of small rather than 
large capitalists. 

When a customer's deposit has increased by 
accumulation of interest to reach another stated 
limit, the manner of increase changes. Thus, 
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when a person's deposits and accumulated divi- 
dends amount to sixteen hundred dollars, the later 
interest money may, by law, be simply added to 
the account from time to time. It will not itself 
go to earning money. The principal will there- 
after be considered as always sixteen hundred 
dollars. The dividends are kept with no less 
safety, but they no longer increase at compound 
interest. 

In order for a depositor to draw out money, it 
is necessary that the deposit book be presented 
to the paying teller by either the depositor him- 
self or some duly authorized person. The form 
necessary to empower another person to draw 
out one's money is always plainly printed in the 
book itself, ready to be copied. Some banks will 
not allow their depositors to draw out very small 
sums ; the limit is occasionally fixed at three or 
five dollars. This is to prevent impulsive people 
from rushing in to draw money whenever they 
need an unimportant trifle. A certain specified 
notice is often required before a depositor can 
withdraw any very large sum. These rules are 
all given in each deposit book. When he wishes 
to draw money from his account, the depositor 
presents his book to the paying teller, naming the 
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sum he needs. If the teller does not remember 
him personally, he may be asked a few questions, 
to make sure he is the right person ; then he is 
asked to sign in a large book a receipt for the 
money, and the cash is counted out and handed 
to him. Again, he waits to have the transaction 
recorded in his little book, and the book is re- 
turned to him. When he has drawn out the 
whole of his deposit, the bank keeps the book. 

If a deposit book is lost, the owner should 
immediately inform the bank authorities, else 
he will be in some danger from the possible 
dishonesty of the finder. 

How is the bank able to pay interest on all its 
customers' deposits ? It makes such payments out 
of the income which the deposits themselves are 
made to earn, meanwhile, in other fields. That is, 
the deposited cash does not by any means simply 
lie in the bank's vaults, between the dates of 
being deposited and being drawn out. If it did 
lie thus idle, it could not possibly increase in 
amount. But the trustees or directors of the 
bank, and its managing ofiicers, are supposed to 
be intelligent, ^discreet, and honorable business 
men, who use their financial skill in the judicious 
lending of their depositors' money, and in its wise 
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investment in various safe ways. The laws of 
their respective legislatures lay down certain rules 
to prevent any imprudent risks on their part. A 
large portion of the funds in their care is usually 
invested in mortgages on real estate, in bonds, 
and national-bank stocks, and other securities. 
These matters are noticed in more detail in the 
later chapter, on Investments. In these ways 
the depositor's small savings are not only guarded 
for him, but, by the help of others' superior judg- 
ment and wider experience, he is enabled to keep 
them at work earning money, and so all the time 
increasing, in readiness for " a rainy day." 

The affairs of all properly chartered savings 
banks are regularly inspected by commissioners 
appointed by the State, to make sure of their 
honest and discreet management. Occasionally, 
it is true, a savings bank " fails," either through 
bad investments, some unforeseen and calami- 
tous turn in general business, or through the 
dishonesty of one or more of its officers; and 
in such cases the depositor loses more or less of 
his savings. But such instances are really very 
rare indeed; and the risk incurred by trusting 
one's money to a regularly organized savings 
bank is always very much less than th^ risk of 
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keeping it in the house, or investing it in securi- 
ties about which one is not thoroughly well in- 
formed. In fact, many savings-bank deposits are 
not by themselves large enough to admit of being 
invested in the usual securities. 

Once in a while, some impostor sets up an ama- 
teur savings bank without any pfoper charter or 
organization, and offers depositors especially large 
and tempting rates of interest, — perhaps, two or 
three times as large as those paid by the regu- 
lar banks. The only safe way (indeed, the only 
honest way) is to avoid such glittering traps 
altogether. In the first place, no prudently 
managed bank can ever afford to pay much 
larger rates of interest than that allowed by 
the old-established banks in the vicinity ; if 
such excessive interest were paid, it could not 
possibly have been honestly earned. In the 
second place, as a matter of fact, the depositor 
does not get the large interest, even though it 
was promised. The bubble always bursts before 
long, and then the deceived depositor finds that 
by grasping at too much he has lost everything. 
Both interest and principal have been stolen by 
the unscrupulous managers. 
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A NATIONAL bank is chartered and incorpo- 
rated with special privileges under government 
restrictions. It is carried on both for the bene-, 
fit of the public and for the profit of its stock- 
holders. 

The stockholders, that is, the persons contrib- 
uting capital to begin the business, and sharing 
the rights of partnership, are not allowed to 
open business at all unless they have a certain 
amount of capital ; the required amount varies 
according to the population and importance of 
the place in which they are to be located. Their 
capital must exist in certain particular forms, 
prescribed by law, and certain forms of invest- 
ment are either forbidden or limited in various 
ways. For instance, their ownership of real 
estate, except under certain conditions and re- 
strictions, is forbidden. This and other pro- 
visions are intended to oblige the banks to be 
able to convert their capital into actual cash 
with the greatest possible promptness in any 
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emergency. It takes more time to profitably 
dispose of real estate than of most other equally 
solid securities. And, besides forbidding cer- 
tain forms of investment, the government pre- 
scribes other forms. Every national bank is 
required, before it may issue its own notes to 
any given amount, to put a certain proportion- 
ate part of its capital into the form of "gov- 
ernment bonds " (see chapter on Investments), 
which bonds are to be held in trust for the bank 
by the Treasury Department, at Washington. 

Every bank must have a board of directors, a 
president and cashier ; the number of additional 
special officers and clerks depends upon the 
amount of business transacted. The formal 
"charter" comes not from the state legislature, 
but from an officer of the General Government 
at Washington, called the Comptroller of the 
Currency. 

The business of a national bank consists chiefly 
in lending, on interest, portions of the money m 
its possession, and investing other portions of its 
funds in various securities that earn an income. 
Like any individual business man, or firm of 
partners, a national bank may sign notes or 
promises to pay money, to be given to such cred- 
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itors as are willing to take a reliable promise 
to-day and wait to receive the actual cash on a 
future day. But individual men are sometimes 
imprudent or dishonest about signing too many 
promises, and their failure to keep the promises 
later on brings disaster to their own affairs and 
the affairs of everybody who has dealings with 
them. The government makes sure that no 
national bank shall cause any such trouble, and 
it does this by legally limiting the amount of such 
promises (bills) which any particular bank may 
issue. Before issuing any bills, the bank must 
place a part of its capital, in the form of govern- 
ment bonds, in trust in the hands of the govern- 
ment at Washington. This being done, the bank 
is permitted to issue its promissory notes (bills), 
payable "to the bearer," not at any particular 
time, but " on demand," to an amount not exceed- 
ing ninety per cent of the face value of the bank's 
capital lying in the government's hands. And, to 
make perfectly sure that no bank managers dis- 
honestly issue more notes than thus allowed, the 
government takes the precaution of printing the 
notes itself at Washington, and keeping an account 
of them there, sending the documents on just 
ready to be signed by the president and cashier 
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of the bank in question. For the bank officials or 
anybody else to presume to print additional bills 
would be " counterfeiting," a crime legally pun- 
ished by severe penalties. In this manner, a 
bank is evidently forced to be entirely prudent in 
making promises of future payment. It cannot 
possibly help having enough capital to keep all 
such promises ; and so we handle its notes with 
perfect confidence, knowing that any day, when 
w^e chose to demand their full payment of the 
proper official, it would be promptly forthcoming. 
If ever a bank should refuse to pay its notes, that 
is, to "redeem" them, the government itself 
would do it, using for the purpose the proceeds 
of the sale of part of the bank's bonds that it 
holds in trust. And, since bank-notes are so 
much lighter and easier to carry about, almost 
everybody prefers them to gold and silver; in 
most cases, as we know, they are continued in 
circulation until very badly worn and defaced, 
without ever being really presented for final pay- 
ment. 

The services rendered by a national bank to 
the community are, in general, as follows : it re- 
ceives deposits ; that is, it provides a safe place 
of keeping for the money that merchants and 
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Other active business men could not conveniently 
store in their own offices. Unlike savings banks, 
a national bank does not, as a rule, pay its de- 
positors interest on their deposits, but it gives 
them fully the worth of such interest in the 
shape of practical accommodations and conven- 
iences. Depositors in a national bank may with- 
draw their whole deposit at any time without 
notice. It " cashes " these customers' checks and 
drafts; that is, it gives them back their money 
in such instalments as they like, either to them- 
selves or to whomever they choose to indicate. 
It collects for them the similar orders they have 
on other people's bankers. It attends, in its cus- 
tomers' behalf, to the collection of promised 
payments of money (notes). Most important of 
all, it will loan money (on the strength of well- 
secured written promises of repayment) to repu- 
table business men or firms. 

The profits of such a banking business are, as 
in any other business, what is left between the 
cost of doing the business and the amount re- 
ceived for doing it. 

Every bank must keep constantly on hand 
money enough to respond instantly to every de- 
positor's probable wish to withdraw his deposit. 
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But as, while one customer is withdrawing his 
money, others are constantly depositing more 
money, it is practically not necessary to keep the 
whole or nearly the whole of the customers' de- 
posits lying in the vaults. The proportion that 
is thus reserved varies widely according to cir- 
cumstances, but is never allowed to fall below a 
certain figure. In times of financial panic, cus- 
tomers have sometimes " made a run " on a bank ; 
that is, most of the depositors have called for 
their deposit all at once, and sometimes the bank 
has been unable to satisfy all promptly. But it 
did not follow that the depositors lost their 
money. It might be quite safe, only not that in- 
stant at hand. 

The larger part of the depositors' money, 
together with such of the bank's own capital as 
lies conveniently accessible, is invested so as to 
be earning interest and making up the income. 
The particular channels of this income are chiefly 
as follows : — 

From the money (discount) people pay for cash 
they borrow ; 

From charges for the collection of notes and 
drafts ; 

From the interest on government bonds owned 
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by the bank, — both those lying at Washington 
and those kept in vaults at home ; 

From interest on various other bonds and 
stocks owned by the bank; 

From the profitable sales, occasionally made, at 
judicious intervals, of all sorts of property owned 
by the bank. 

The expenses during the same time are as 
follows : — 

A tax laid by the government on the amount of 
notes issued by the bank ; 

A tax laid by the government on whatever 
Canadian and other exceptional forms of paper 
money are paid out by the bank, in the course of 
its business , 

Running expenses, such as rent, salaries, 
insurance, local and State taxes, and so forth. 

The entire affairs of a national bank are peri- 
odically inspected by bank examiners appointed 
by the government, to make sure that the business 
is being conducted in an honorable and prudent 
way; tending toward the prosperity, not only of its 
owners, but also of the public generally. A bank 
which finds that six months' business has given a 
profit must, according to law, lay aside at least 
one-tenth of the net profit, until -ihe extra or 
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" surplus " fund thus formed has grown to be 
twenty per cent of the capital. Thereafter, the 
bank may divide all the actual legitimate profits 
among the proprietors or shareholders. Any 
portion of such divided-up profit is called a 
dividend. 

Should such a bank lose money, so as to lessen 
its capital or make it unable to pay its debts, the 
stockholders must individually contribute to make 
up the deficiency ; but each contribution is limited 
to the face value or par value of the shares each 
man owns. If such a thing should ever be neces- 
sary, in order to pay the bank's debts, each stock- 
holder must give up whatever of the capital once 
belonged to him, and even add to that a new 
contribution of the same amount as the face 
value of his original shares. 

The management of national banks is always 
placed in the hands of men presumed to be able, 
prudent, and honest. A dishonest cashier or other 
official does, occasionally, abuse the trust he 
holds, and steals such sums as to bring disaster on 
stockholders, depositors, and bondsmen, and dis- 
grace upon all those connected with him in his 
private life. In such cases, it is often found that 
the inspection of the bank examiner had not been 
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thoroughly done, — either from simple neglect, 
or out of a mistaken desire to show complimentary 
confidence in the responsible managers, or from 
successful concealment by the guilty person. And 
the crime of the " defaulter " or defrauding 
officer is almost always found to have arisen out 
of his personal haste to get rich, by private in- 
vestments and speculations — speculations whose 
emergencies led him gradually deeper and deeper 
into the practice of secretly " borrowing " what 
he had not the shadow of a right to touch. 
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A CHECK is a written order for money, addressed 
to a national bank, a banker, or a banking firm, 
having the writer's funds in keeping. It is one 
of the most common forms in which business men 
make and receive remittances. The amount of 
money daily passed from hand to hand in the 
form of coin and notes is but a very small fraction 
of the amount transferred during the same hours 
in the form of checks. It is evident enough that 
no business man who makes and receives large 
daily remittances could take the trouble to handle 
and count all their amounts in coin and notes ; 
neither would it be practicable or safe for him to 
keep such amounts in his own money drawer or 
vault. He is glad to avail himself of the privilege 
of placing his cash in the hands of a responsible 
bank for safe-keeping. He takes his bags of gold 
and silver, rolls of bank-bills, and other cash, to the 
bank, and presents it to the receiving teller, to- 
gether with a list of the different kinds of money 
and their total, made out on a printed blank called 
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a " deposit slip." These blanks are supplied by 
every national bank. The teller counts the cash 
to prove its amount, and enters the sum-total in 
a little memorandum book, somewhat like that 
given to a depositor in a savings bank. It is 
marked with the depositor's name, and is given to 
him to keep. The deposit slip is kept by the 
bank, and copied into its own books of record. 
The depositor always makes out a slip whenever 
he carries funds to the bank, and has the amount 
entered in the little " bank-book." Once a month, 
the bank clerks collect the books of all their 
customers, and " balance " them ; that is, they 
copy from their own records the sums drawn out 
by each customer, or paid by the bank in the 
customer's behalf, and subtract that total from 
the total of the deposits, to show just how much 
of the customer's funds remains in their keeping. 
A merchant, William Blue, in Syracuse, N.Y., 
having a balance lying ready for him in the 
First National Bank of Syracuse, wishes to pay 
Samuel Towle a bill of forty dollars. He could 
go down to the bank and draw out the amount in 
cash, but he does not take that trouble. He 
writes a check for forty dollars, payable to Samuel 
Towle, or whomsoever Mr. Towle chooses to have 
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collect it for him. The check is written by filling 
in the blank spaces on a printed form ; the bank 
will furnish them free to all their customers, or 
Mr. Blue may have an especially pretty design 
engraved for his own use. The check reads : — 
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If he chose, he could write it payable " to the 
bearer," and not definitely to Samuel Towle ; but 
practically very few checks are so written. It is 
better to be more precise, and require that either 
Samuel Towle in person or his authorized substi- 
tute shall collect the money. The number writ- 
ten in the corner of the check is simply for the 
private convenience of Mr. Blue's book-keeper. 
It concerns only the recording of the check at 
the office of its owner. Being duly recorded, the 
check is then given to Mr. Towle, either person- 
ally or sent by mail. So long as Mr. Blue has forty 
dollars in the bank, he considers that the debt is 
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paid by writing the check. Of course, if he had 
no funds in the bank, the check would be worth- 
less, and Mr. Towle would discover the fact as 
soon as he presented it for payment. If the cred- 
itor is likely to feel any hesitation about the gen- 
uine value of the check, either on account of its 
large amount or for any other reason, the writer 
can get the bank officials to " certify " it for him 
before he sends it off, — that is, to stamp upon it 
their formal declaration that the order is correct, 
as they actually have the corresponding amount 
of cash in keeping. 

If Mr. Blue were not a business man and had 
no account with a National Bank, still he might, 
if he Hked, manage to send a check to his distant 
creditor. He does this by depositing with the 
bank just the particular sum needed, and letting 
it lie there till the creditor calls for it, leaving him 
no balance. In such a case, not being a regular 
customer, he would have no deposit slip or mem- 
orandum book. He would simply take his forty 
dollars to the teller, and ask to have a check pay- 
able to Samuel Towle given him in exchange. 
The check he would receive would be quite simi- 
lar to the one before illustrated, only addressed 
to some New York city bank, and signed (in 
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behalf of the S3rracuse bank) by the Syracuse 
cashier. And, in this instance, not being a reg- 
ular customer, the applicant has to pay the bank 
a small fee for the accommodation. 

Mr. Towle finally receives the first-mentioned 
check in Portsmouth, O. If he were to be in 
Syracuse that day or very soon, he might carry 
it into the Syracuse bank and there exchange it 
directly for the money. But it is not necessary 
to go out of his own town to collect the money. 
AH national banks have business relations with 
each other. He takes Mr. Blue's check to the 
Portsmouth bank with which he is best acquainted 
and " indorses " it ; that is, he writes his own 
name across the blank back of the check, thus : — 
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This indorsement is practically signing a re- 
ceipt for the money, for it is impossible to get 
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an ordinary check cashed without first indors- 
ing it. 

If Mr. Towle is a business man having regular 
dealings with this Portsmouth bank, he probably 
does not ask to have it exchanged for actual cash 
in hand. He puts it with coin and notes and 
other indorsed checks, all duly listed on a de- 
posit slip, and deposits all together, receiving 
credit for it on his little book as if itself were 
ready cash. If he does want the cash In hand, 
he takes it to the paying teller instead of to the 
receiving teller (these may be one person), and 
receives the proper coin or bills in exchange. 
In case the teller does not know him personally, 
he must be " identified," — that is, prove to the 
satisfaction of the official that he is without doubt 
the real Samuel Towle that Mr. Blue meant. 
And in case he is a stranger and not any reg- 
ular customer, he is also expected to pay the 
bank its regular fee for the accommodation. The 
amount charged for fees like this varies with dif- 
ferent banks, and also varies according to the 
amount and other details. A bank is never really 
obliged to cash a check for a stranger, and the 
officials sometimes prefer not to do so. Of course, 
such transactions always involve more or less risk 
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of fraud and imposture, especially when the 
bank knows nothing certain about William Blue 
either, and the check is not " certified." Then the 
holder's easiest way of collection is to ask the bank 
to collect the amount and give him the money 
later, or else to ask some reliable business man or 
firm of business men to cash it for him. This 
will usually be readily done by any mercantile ac- 
quaintance or friend. If Mr. Towle, under such 
circumstances, takes the check to his opposite 
neighbors. Smith, Brown & Co., his indorsement 
should read : 
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Then Smith, Brown & Co. give him the money, 
and do with the check just as if it had been writ- 
ten for them in the first place. 
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If the holder of a check loses it by accident, 
he must at once notify the person who wrote the 
check, and the amount can usually be secured 
from loss by the dishonesty of a chance finder. 

And then, after being duly given to some bank 
or other in exchange for cash, what becomes of 
the check itself ? It is deposited, let us say, in 
the Central National Bank, of Portsmouth, O., 
and Smith, Brown & Co. get credit for it as so 
much cash. But the Portsmouth bank is not 
owned by the same proprietors as the Syracuse 
bank ; the Portsmouth bank must therefore pass 
it along and collect of somebody else the cash in 
turn, until it gets back to Syracuse. 

This check goes from the Portsmouth bank to 
a bank in Cincinnati. The Cincinnati bank gives 
the Portsmouth bank credit for the amount of the 
check as so much cash. Then the Cincinnati 
bank sends the check along to a bank in New 
York City, and so the Cincinnati bank in turn gets 
credit for forty dollars cash. Then the New York 
bank sends it to the First National Bank of Syra- 
cuse, and the New York bank gets credit for forty 
dollars cash. Lastly, the First National Bank of 
Syracuse takes the forty dollars out of Mr. Blue's 
balance on hand, giving itself the cash ; and 



86 EVERY-DAY BUSINESS 

saves the check, marked all over the back with 
the stamped indorsements of the different banks 
through whose hands it has passed, to be given 
back to Mr. Blue at the end of the month. And 
Mr. Blue files it away in his office, with its punched 
and inky fellows, as a record of past business. 

If Mr. Gray, in Elizabeth, N.J., wished to send 
a forty-dollar remittance to some very remote 
part of the country, as to Galveston, Tex., or 
Portland, Ore., he would probably not use his 
individual check, unless, indeed, it were certified. 
Banks so far remote from each other always pre- 
fer, if possible, not to receive the uncertified orders 
of individuals on merely locally known banks. 
They prefer the checks of regular bank officials 
on associated banks in the largest centres of trade. 
In such a case, Mr. Gray would get his nearest 
bank cashier to give him (in exchange for cash or 
its equivalent) a " cashier's check " on some New 
York City bank. Such cashier's checks, some- 
times also called " drafts," are as good as gold 
anywhere in the country. 

A business man opening an account with a 
national bank, or a firm of bankers engaged in 
similar business, always leaves his autograph in a 
book kept for reference by the bank officers. If 
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he Wishes to authorize some clerk or other person 
j to sign checks for him, he signs a declaration to 

' that effect, giving the clerk " power of attorney," 

[ as it is called ; and this document, together with 

j the autograph of the clerk, is also kept by the 

' bank. In such a case the clerk writes on the 

check his employer's name, and below it his 
own name, followed by the abbreviation " Atty." 
These authentic autographs, kept at the bank, 
are used for comparison in case a presented 
check appears to have been "forged," that is, 
written dishonestly by some person who had no 
business to order payments of money. The 
legal penalties for the crime of forgery are de- 
servedly severe ; and so skilful do bank officers 
become in the rapid inspection of handwriting, 
that forgeries are nearly certain to be immediately 
discovered and traced to their guilty author. 
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A PROMISSORY note is a written promise to pay 
a certain sum at a future time. Business men very 
often give their creditors notes instead of prompt 
cash, when settling accounts for goods received, 
and also when borrowing money for immediate use. 
The person to receive the money is usually speci- 
fied, as in a check ; but a note may be written 
payable to " the bearer," that is, to any person 
who has the document in his possession at the 
time payment becomes due. The promise may be 
signed by a single individual or a firm of partners, 
or by two or more people who are only tempo- 
rarily associated in the giving of this particular 
promise. The time of payment is usually speci- 
fied, as "thirty days after date," "four months 
after date," etc. ; but notes are also frequently 
written "on demand," — that is, to be paid when- 
ever the holder calls for his money. A note writ- 
ten for a given time usually allows the maker 
three extra days, called days of grace, after nomi- 
nally becoming due ; that is, the following note, 
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nominally " mature," or due, March 20, need not 
really be paid until March 23. There is at 
present no very logical reason for giving these 
" days of grace." Since the money is not really 
to be paid until March 23, it would naturally 
seem quite as sensible to write the note in the 
first place, " thirty-three days after date, I prom- 
ise," etc. , but the old custom is understood and 
taken for granted by every business man, and he 
finds it convenient in somewhat the same way 
that one sometimes prefers to keep his watch just' 
exactly three minutes fast. It gives him warning 
to attend to the affair in season. 
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Notes written " on demand " do not necessarily 
have these three days of grace. 

A business man often specifies, merely for his 
own convenience, that his note is payable at his 
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own office, or at some particular bank with which 
he has regular dealings. A note is payable at the 
place of business of the promissor, unless some 
other, place is named where payable, but for con- 
venience the banks or banking-houses are used. 

" Collateral notes " and " mortgage notes " 
differ a little from ordinary promissory notes. 
Mortgage notes are written in connection with 
the giving of a mortgage on one's property (see 
the chapter on Mortgages), and collateral notes 
are a variety used in many cases when the maker 
is borrowing money, and wishes to make his 
promise of payment as secure and satisfactory as 
possible. In such case, he leaves in the hands of 
the creditor certain property of his own as " col- 
lateral security," the creditor being empowered, 
in case the promise is not kept faithfully, to sell 
the property, keeping a part sufficient to cover 
his own claims, and restoring the rest to the 
debtor. The property thus left as a pledge is 
described in the body of the note itself, and the 
agreement is correspondingly lengthy. 

Different States enact and enforce different 
laws in regard to some of the details of dating, 
signing, indorsing, and collecting the principal 
and interest of notes; and no prudent person 
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attempts to transact business of this sort without 
making himself well informed as to the particular 
laws which will apply to his own concerns. The 
subject is so complicated that it offers to unscru- 
pulous men an especially easy opportunity to 
defraud those who are both ignorant and careless. 
Consultation with some lawyer or thoroughly 
posted man of business may save the inexperi- 
enced from great difficulty and financial misfor- 
tune. As a general rule, a note, being a contract, 
cannot be legally dated or signed on Sunday. A 
note obtained by fraud or deception cannot be 
legally collected by the man who committed the 
fraud; but if before the note becomes due it 
passes into the possession of 'an innocent third 
party, that third party can legally collect the full 
amount in payment, no matter though the signing 
was a very bad blunder. 

James Brownblack's note, given for illustration, 
represents a common form of simple promissory 
note, used every day in practical business. If 
Mr. Brownblack's reputation for promptness is 
not of the best (either because his capital is 
small, or because his affairs are ill managed), 
Mr. Snowball might not be satisfied to take this 
promise just as it stands. He would ask for 
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some additional security for the payment of his 
claim. This security might perhaps be given by 
writing a " collateral note " instead ; but another 
common way is to ask a reliable third party to 
" indorse " the note, — that is, to write his name 
across the back of it. The laws of different 
States vary somewhat as to the responsibility laid 
on a man by thus indorsing a friend's note ; but 
as a general rule the indorser, by so doing, takes 
upon himself the whole responsibility of his 
friend's debt. His indorsement is understood to 
mean that, if for any reason the signer should be 
unable to keep the promise promptly, he (the 
indorser) stands ready to keep the promise in his 
friend's stead. It is therefore a very serious 
thing to do, and its reckless practice has often 
sent prosperous men suddenly to ruin. 

William Snowball, who receives the note, may 
do with it any one of several things. He may 
keep it in his own possession until March 23, and 
then, in an interview with the signer, receive the 
money and return to him the written promise. 
Or, he may take it to his nearest bank, a few days 
before it is due, and ask the bank to collect it 
for him. In this case, he has to indorse the note 
when he leaves it at the bank, and as soon as 
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possible after the collection of the amount the 
bank delivers him the money (or records it, to 
increase the balance lying there to his credit), 
charging him a small fee for the service. In case 
Mr. Snowball finds it inconvenient to wait thirty- 
three days for the money, he can usually find 
somebody, either a bank or an individual, to " dis- 
count " it for him ; that is, to take the contract 
off his hands, and provide the cash now, at once, 
less a certain discount or allowance for the loan. 
If he obtains such a loan from a bank, they 
deduct interest on the amount of the note from 
the date when the loan is made to the date when 
payment is actually due ; and, subtracting this 
interest (" discount ") from the face of the note, 
they give the borrower the remainder. A small 
additional fee is charged, to cover the expense of 
its future collection from the signer. Then, when 
the note falls due, it is to the bank, and not 
directly to Mr. Snowball, that the signer has to 
make his payment. 

When a note is discounted for its holder by 
another business man instead of by a regular 
bank, the interest charged for the advanced loan is 
sometimes (not always) heavier than that charged 
by the banks. This is because, while no well-con- 
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ducted bank will cofiSent to discount notes at all 
unless there is every reasonable certainty of their 
being promptly paid when due, individual men or 
firms sometimes are willing to assume risks of 
just this sort ; and, with so many chances of loss, 
they frequently ask large allowances from their 
would-be customers. They can charge heavy rates 
with confidence, because they know the very fact 
of a man's coming to them usually shows that he 
could not get the desired accommodation any- 
where else. 

A note may be written payable " with interest " 
or not, according to the agreement of the parties 
concerned. If nothing is said about interest in 
the document itself, the signer pays none unless, 
when the date of payment comes around, he has 
to ask for additional time. "With interest" 
means the legal rate, whatever that may be in the 
State. Or, the note may go into particulars, and 
specify both the rate and manner of payment, as 
"with interest at seven per cent payable semi- 
annually." In this case, whenever the signer 
pays the periodical interest, a memorandum of 
such payment is made by the holder on the back 
of the note ; and, if the signer of a note pays up 
its principal in instalments, memoranda of these 



NOTES AND DRAFTS 9$ 

partial payments are likewise indorsed on the 
back of the note itself. 

Interest-bearing notes may also be discounted 
by a bank or a banker, the calculations being 
correspondingly complicated. 

As a matter of fact, any man who gives his 
note for the payment of a debt is really paying 
interest on the money whose payment is thus put 
off ; for in the world of trade the person who has 
to take a long time for paying his bills is almost 
always asked higher prices than the neighbor who 
offers ready, prompt cash. It amounts to the 
same thing as paying interest. 

When a note comes due, the signer is of course 
supposed to know it,' because, it is to be hoped, 
he has kept a private record of whatever he 
promised ; but it is the business of whoever holds 
the note to present it for payment, at the place 
where the signer agreed to pay it — at his office, at 
a certain bank, or other designated place. Failure 
to pay a note when due is always discreditable ; 
but if the holder of the note is willing to do so, 
the affair may be patched up by allowing the 
signer to " renew** his note, that is, to write a new 
one in its stead, and thus extend the time. If the 
note is owned by a bank, the promptest settlement 
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of some sort is rigidly insisted upon. Printed 
notice of the time of necessary payment is sent 
to the signer ; and, if he wishes to preserve any 
reputable standing in the business world, he 
absolutely must meet the obligation before the 
close of banking hours on the day required. If, 
mathematically reckoned, the payment should fall 
due on a Sunday, or on any legal holiday on 
which banks are closed, the laws of most States 
require him to attend to the matter the previous 
day. If a man's note lies in the bank unpaid when 
the doors are closed that last day, it is at once 
" protested ; " that is, legal documents are made 
out by an officer called a notary-public, after he 
has demanded payment, formally objecting or 
protesting against the breaking of the promise, 
and demanding that the matter be made right by 
whomsoever they can hold responsible, that is, by 
the signer or the indorsers. Notice of the broken 
promise spreads at once through business circles, 
damaging the signer's commercial reputation in 
the most serious manner. This disgrace, of itself, 
does nothing to cancel the debt ; that must still be 
paid if the signer has any property ; the indorser 
has usually to make up the amount at once, so 
that the bank shall lose no money by the affair, 
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and then the indorser's claim on the signer is an 
affair concerning only those individuals. 

If a note is not paid within a certain length of 
time specified by State laws, it is said to be " out- 
lawed;" that is, the promise becomes void, be- 
cause of the law made for such cases. The period 
required for such a note to become outlawed varies 
in different parts of the country, according to 
State law, and the circumstances of any given 
case. 

The name " draft " is applied to two different 
kinds of business documents. The order of a 
cashier on any other bank (cashier's check) is 
often called a draft. But the name is com- 
monly applied to the order of one business man 
on another man with whom he has dealings, 
and who is in the writer's debt. The two papers 
differ chiefly in this. The banker's relates to 
cash only, and, being the same as a check, is sure 
to be ** honored," that is, to be paid by the bank 
addressed. The individual's order may call for 
either goods or cash, — usually cash, — and, while 
it is always presumed to be correct and acceptable 
by the person addressed, it is sometimes refused 
that attention and respect. 

When a farmer pays a laborer his wages by 
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giving him an " order " on the village store, the 
paper is, properly, a sort of draft, though not so 
named by common usage. When payable in 
merchandise we call it an order. 

Bennington, Vt., June 7, 1888. 
To Sugar, Spice & Co. 

Deliver to John Smith goods to the amount of Twenty- 
five and ffjs dollars, and charge the same to my account. 

^25.50 William Goodman. 

Similar documents are in daily use for col- 
lection of money and the settlement of debts. 
They most commonly call for money to a certain 
amount, — the money to be paid either to some 
creditor of the person who writes the draft, or, 
perhaps, to the writer of the draft himself. In 
such a case, it amounts simply to a very direct 
and formal " dun " for the money. Drafts may 
ask for the delivery of the money either at once 
(**at sight" or "on demand") or at some future 
time, as "ten days after sight," ** thirty days 
after date," etc. "Ten days after sight" means 
ten days after the draft is shown to the person to 
whom it is addressed, or presented at his place 
of business. A " demand " draft usually requires 
instant payment, but in some States a "sight" 
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draft is allowed three days extra time if desired. 
If the payment is to be at some future time, 
the draft is usually presented at once to the 
person addressed, and that person either accepts 
or refuses its terms. If he " accepts," or agrees 
to it, he writes, "Accepted June 5, 188- " and 
then signs his own name across the middle of 
the face of the draft, over the original writing, at 
right angles with it. After a draft is thus for- 
mally agreed to, it is called an " acceptance," and 
is treated just like a note. 

National banks often assist business men to 
collect the sums due them, by forwarding and 
collecting just such drafts on distant debtors. 
They charge for this service a small fee, varying 
according to the sum called for and the trouble 
of collecting it. 
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A MORTGAGE is E Conditional transfer of one's 
property, as a pledge for the payment of debt. 
It is not necessarily an actual sale of the prop- 
erty, because, if the terms of the agreement are 
fully carried out, the property will still belong to 
its original owner. But if the giver of a mortgage 
finds himself unable to carry out the agreement 
into which he entered, he is obliged to surrender 
the property, to satisfy the just claim of the cred- 
itor ; that is, the mortgage is " foreclosed." 

For instance, a man needs live thousand dollars 
to use in his business, or to carry out some cher- 
ished plan or enterprise. He owns a house and 
land, worth ten thousand dollars. He goes to a 
savings bank or a wealthy individual, and asks 
for a loan of five thousand dollars, to be secured 
by a mortgage on his real estate. First, he must 
satisfy the other party that he has a perfectly 
good " title " or right to the property in question. 
Then, in exchange for the money, he signs two 
papers, which are to be left in the possession of 
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the other party, — the "mortgagee," as he is 
called. One paper is a formal note promising 
to repay the loan at a particular time in the 
future, with interest at some specified rate, pay- 
able at certain times and places. The other 
paper is a very particular and complete bill or 
" deed " of his real estate, just as if he had sold 
it outright for the five thousand dollars, only pro- 
viding that, if he keeps faithfully every detail of 
the note's promises, the " deed " shall, when the 
note matures, be considered as if it had nevei 
been written. The document also sets down in 
fine particulars what is the mortgageor's duty, 
meanwhile, about taking care of the property, and 
seeing that it does not lessen in value through 
any neglect on his own part while he thus holds 
it, as it were, m trust. The making out of a mort- 
gage deed may legally be done by any person at 
once honest and well informed; but it must be 
" acknowledged " before an officer called a Jus- 
tice of the Peace, or Notary Public. To avoid 
mistakes, it is always safer to have all the docu- 
ments written by a legally appointed officer. 

^fo one would loan money on a mortgage 
amounting to the present full value of a man's 
property. It is necessary to make allowance for 
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possible changes in the general prosperity of the 
community, and the consequent possible shrink- 
age of its value. 

A mortgage on real estate is alwaj'S to be 
promptly recorded in an office legally provided 
by the State, — usually the office of the Register 
of Deeds for the county in which the property is 
situated. The holder of the mortgage is obliged 
to attend to this recording, in order to make 
his claim on the property securely binding. The 
mortgageor usually remains in possession of his 
property, just the same as before ; but, of course, 
he cannot now sell it outright to anybody else : 
it is not his to sell, unless the holder of the 
mortgage is willing to make a special agreement 
for the purpose. 

The mortgageor must pay faithfully every reg- 
ular instalment of interest or principal that is 
called for by the terms of his note ; and when the 
final repayment of the principal is due, he must 
attend to that in turn, if he would keep the 
property. If he does pay up the debt in full, 
both parts of the mortgage — the deed and the 
note — are given back to him, and he has^the 
proper county official record the " discharge " 
of the mortgage ; that is, record the fact that 
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his debt is now paid and the property is once 
more his own, free from incumbrance. 

In case he cannot pay the debt by making the 
promised payments, he must finally lose the prop- 
erty ; unless, indeed, the holder of the mortgage is 
personally friendly to him, and willing to allow 
him longer time or easier terms. Such conces- 
sions are in fact very often made, but the holder 
of the mortgage is not legally obliged to make 
any allowances at all. State laws usually give 
him now a perfect right to foreclose ; that is, to 
have the property sold at public auction to satisfy 
his claim. If the property should be sold for 
more than the amount of his claim, the balance 
goes to the mortgageor ; but if not, the unfortu- 
njite mortgageor loses his property altogether. 
In case the property sells for less than the 
amount due on the mortgage, the mortgageor is 
still in debt to the amount of the balance, what- 
ever that may be. 

Similar documents and a similar line of action 
mark the giving of a " chattel mortgage ; " that is, 
a mortgage on personal property, the goods of a 
merchant, — machinery, horses, furniture, jewelry, 
etc. The holder of a chattel mortgage has it 
promptly recorded, usually in the office of the 
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town clerk or city clerk. In large cities, a 
special officer may be provided by the State. 
The giver of a chattel mortgage has to sign a 
rigid agreement regarding the care to be taken 
of the property in question, and is obliged to pay 
interest on the note as may be required. When 
the loan is finally repaid in full, the papers 
are given back to their signer, and he has to see 
to the official recording of his freedom from debt. 
Failure to finally pay the note as agreed results 
in the foreclosure of the mortgage and the loss of 
the property. 

Fees are charged for making out, recording, 
and discharging both sorts of mortgages; these 
fees may be paid by either party, as agreed, but 
usually the giver of the mortgage is expected to 
pay the most of them. 

The raising of money by the means of mort- 
gages is, in itself, perfectly honorable ; sometimes 
a mortgage may enable one to build a house or 
buy property which would otherwise be beyond 
his reach. But the necessity for so doing arises 
often out of some serious need, amounting to 
actual distress. This is especially true in the 
case of small chattel mortgages. Such being the 
case, the loaning of money on that kind of secu- 
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rity often drifts into the hands of selfish capital- 
ists, who use this opportunity to extort enormous 
rates of interest from their needy customers. It 
would be unfair and untrue to say that most mort- 
gage-holders are exacting and greedy. Many of 
them are both honorable and kind-hearted, just 
and generous; but a large number engaged in 
similar business are unscrupulous and selfish, and 
should be avoided by every one who would not 
have his unprosperous fortunes brought to certain 
and miserable disaster. 



INVESTMENT AND SPECULATION 



A MAN who earns his living by labor of brain 
or hands or both combined may spend all his 
earnings as he goes along, or he may save a part 
of them. What he saves, be it little or much, is 
his net " capital," and he is to that extent a capi- 
talist. If he keeps his dollars, miser-like, in an 
old stocking or in an iron box hidden out of sight, 
the capital is, of course, lying idle, and its amount 
either remains the same, or lessens as he draws 
from it. If he invests his capital wisely, — that 
is, if he loans it out to other people who need 
capital and who will pay him interest for the use 
of it, — the capital is thus kept at work earning 
additional money. A man who has accumulated 
so large a capital that it alone can earn enough 
money to supply his needs may, therefore, if he 
so chooses, retire from the active practice of his 
original trade or profession. He can seldom 
retire from all labor, for investments by no 
means invariably take care of themselves. It 
requires judgment, discretion, and careful man- 
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agement to make any way sure of the safety and 
prosperity of invested capital. Many a rich man 
works harder in managing his capital than a poor 
man in practising his trade. 

When one makes even the smallest interest- 
bearing deposit in a savings bank, he has begun 
to increase his capital by investment. The bank 
managers, as has already been stated, take upon 
themselves the trouble and care of all the details 
of the investment, and the depositor is given the 
advantage of their superior judgment in the mat- 
ter. The bank directors are, therefore, like hired 
agents, except that they almost invariably give 
their services, receiving no compensation at all. 
It is usually only the treasurer and the various 
clerks who receive any pay for their work. The 
savings-bank money is loaned out in various ways, 
in the form of mortgages, stocks, bonds, etc., 
according to the decision of the directors. Just 
which depositor's money is loaned on any partic- 
ular mortgage or other security the bank does not 
pretend to know : some investments may be more 
profitable than others, but the depositors all share 
in the average earnings in equitable proportion 
to the amount and age of their several deposits. 
Other institutions called by other names some- 
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times do nearly the same sort of service for small 
capitalists as that done by savings banks. They 
are of various degrees of reliability, and one 
should be well acquainted with the character 
and reputation of such before having personal 
dealings with them. 

The loaning of one's capital to men who will 
pay interest for the use of it is a transaction 
intended to be profitable to both the lender and 
the borrower. The lender's profit is evident 
enough. And since the command of additional 
capital when he most needs it may make it possi- 
ble for the borrower to take advantage of all 
sorts of favorable opportunities that would other- 
wise have been beyond his reach, he can cer- 
tainly afford to give back a part of the profit of 
such opportunities to the neighbor whose larger^ 
purse gave the needed assistance. It is as 
if the borrower owns a tall cherry-tree and the 
capitalist owns a ladder ; it is evidently fair that 
the borrower shall, in returning the ladder, give 
the capitalist a handful of cherries for the timely 
loan at the gathering season. In some form or 
other, this is the general principle of interest- 
paying. 

For instance, one capitalist may invest his 
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money in real estate ; that is, he may buy land, 
build houses, and loan both to tenants who have 
not yet saved up enough capital to own houses 
and shops for themselves. They pay the land- 
lord interest for the use of his invested capital 
(his buildings), in the form of rent. 

Another capitalist finds that his neighbors do 
not so often wish to borrow houses as to borrow 
actual money for business emergencies. He there- 
fore lends money, and accepts the borrowers* notes 
of one sort or another, payable with interest. 
Another capitalist knows a community Tyhere the 
farmers need extra funds to enable them to begin 
new systems of drainage and rotation of crops, 
which will make their future incomes larger. This 
capitalist loans the farmers money for their enter- 
prises, and takes mortgages on their farms and 
buildings. 

Another moneyed man knows of a number of 
people who wish to begin, let us say, the manu- 
facture and sale of cotton clothe They think 
they ought to have as much as five hundred 
thousand dollars to start with, and of this they 
have four hundred thousand dollars already con- 
tributed. Our capitalist lets them take the other 
one hundred thousand dollars ; that is, he buys 
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one thousand shares of proprietorship rights and 
privileges, at one hundred dollars per share. He 
is then said to be a shareholder or stockholder, and 
is entitled to his proportionate part of the net 
profits of the future business. The profits he thus 
enjoys, be they great or small, constitute the inter- 
est on his investment. As a matter of fact, he 
would not always be asked to pay just one hundred 
dollars for one hundred dollars' worth of stock- 
holder's rights. Sometimes he might have to pay 
more, sometimes less, for the very same thing. 
For, after a company or corporation is already 
formed and at work, there is usually no way of own- 
ing any interest in the business unless somebody 
who does own shares is willing to sell them. If 
the business is rather unprofitable and unpromis- 
ing, the original owner may be willing to sell a 
hundred-dollar share for less than a hundred 
dollars, for the sake of getting clear of an unde- 
sirable business connection. On the other hand, 
if the business is flourishing and has bright pros- 
pects, the would-be purchaser may have to pay 
a good deal more than one hundred dollars for 
the same amount of interest and rights. When 
stocks sell for exactly their face value, they are 
said to be " at par." When they sell for less or 
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more than their full face value, they are said to 
be ** at a discount " or " at a premium." 

Again, our capitalist may loan his money to the 
government or to some railroad or other corpora- 
tion, and receive the government's or the railroad's 
promise to repay the loan at a certain future time, 
with interest payable meanwhile at certain rates 
and intervals. Such' formal promises (much like 
a promissory note in their general character and 
aspect) are called " bonds," and the person own- 
ing them is a " bondholder." 

The paper or parchment documents used in 
these different cases to represent the capitalist's 
right and title to his invested capital — that is, the 
deeds, notes, bonds, mortgages, shares, certifi* 
cates of stock, etc. — are called " securities," and 
are usually kept in fire-proof safes and vaults. 

The stocks most commonly bought for invest- 
ment purposes represent proprietary shares in 
the business of railroad and steamboat com- 
panies, manufacturing companies, mining com- 
panies, national banks, and the like. The profit 
such investments bring their owners is, of course, 
subject to great variation ; and the business 
failure of any particular corporation naturally 
brings the stockholders loss instead of gain. The 
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possible extent of a stockholder's loss is also 
variable. Sometimes he loses just the amount 
of his original investment ; sometimes by the 
rules of the corporation he is called on to make 
an additional contribution (for which he person- 
ally receives no return at all), to help pay up 
the company's debts. It depends on the ex- 
tent of the indebtedness, the plan of incorpora- 
tion, and the laws of the State granting the 
company's charter. 

The bondholders of a railroad corporation or a 
mining or manufacturing company take a risk 
much like that of a business man who accepts 
other business men's notes. If the corporation 
is un prosperous, the bonds depreciate in value, 
and become less and less desirable as property. 
The failure of the corporation might bring more 
or less loss upon the bondholders, according to 
circumstances. The bonds of such companies 
depend for payment, evidently, on the prosperity 
of the company's business, whatever that may be. 
The bonds issued by some city or State govern- 
ments depend for their payment on the future 
collection of taxes from the people. They are 
usually considered safe investments ; still, a city 
government has been known to '^ fail up," like an 
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unsuccessful individual. The thing has, fortu- 
nately, very seldom happened, and it is, of course, 
a great public disgrace that it should ever happen 
at all. 

The "consols" (or consolidated bonds) and 
other bonds issued by the United States Govern- 
ment are considered an especially safe sort of 
investment. They vary largely as to amount, 
time, and promised rate of interest ; but the 
interest is unfailingly paid by stated officers of 
the government. Some bonds are printed with a 
quantity of little attached tickets or coupons, 
each good at a particular date for a certain 
instalment of interest then due. These coupons 
are good till they are collected, and are to be 
cut off one by one, as each given date draws 
near, just as one tears off sections from a 
long strip of railroad tickets. Such bonds are 
called coupon bonds. They are usually made out 
payable to "the bearer." Registered bonds, on 
the contrary, have the owner's name written in the 
body of the document itself, and the government 
or the corporation issuing such a bond keeps an 
official record of each owner's address. Coupon 
bonds may be made over into registered bonds, if 
so desired, by special ceremonies. 



114 E VERY-DAY BUSINESS 

Government bonds are usually called by names 
relating to their interest-bearing qualities. " Foui 
per cents " are bonds drawing that rate of inter- 
est, payable in coin. " Currency sixes " are bonds 
drawing interest at six per cent, payable in coin 
or any equivalent lawful currency or money. The 
owner of bonds issued by the United States Gov- 
ernment is not taxed in any way for the wealth 
they represent. He is, however, supposed to be 
always taxed for the wealth represented by any 
other kind of bonds than those issued by the 
General Government. 

There may be a wide difference between the 
desirability of being a stockholder and being a 
bondholder of the same corporation at any one 
time. A stockholder is really one of the proprie- 
tors ; a bondholder is really one of the creditors. 
The stockholder has, by virtue of his proprietor- 
ship, more or less power to influence the manage- 
ment of the concern by his vote at its regular 
meetings of proprietors. If the business is just 
barely " holding its own," as we say, and simply 
succeeding in paying its debts, the bondholder, 
being a creditor, will get his interest all right ; but 
there may be no profits or " dividends " left for 
the poor stockholder. On the other hand, if the 
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business is flourishing in an exceptionally fine 
way, and the managers are prudent and honor- 
able men, the bondholder, of course, draws only 
the regular promised interest, — whatever that 
was, — while the stockholder may be enjoying 
big slices of the general profits of the enterprise. 

Dishonorable managers sometimes try to dis- 
guise an unhealthy condition of business by tak- 
ing capital bodily out of a business and dividing 
it among the stockholders to make them believe 
their investment is a profitable one. National 
banks are forbidden by law to indulge in such 
tricks, and they are not practised by really repu- 
table corporations. It is only the doubtfully pros- 
perous that resort to this method of keeping up 
the current value of their stock. 

Quotations or reports of the market value of 
all sorts of recognized stocks and bonds appear 
in the daily papers. These reports come by tele- 
graph from the New York Stock Exchange. This 
exchange is a body of stockbrokers or dealers in 
securities and representatives of value. It has 
some eleven hundred members, all men of great 
business ability. The membership is very highly 
prized, as it can now be secured only by purchas- 
ing the right of some retiring or deceased mem- 
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ber. Seats (that is, rights of membership in the 
Exchange) have been sold for twenty-four thou- 
sand dollars or more, exclusive of the thousand- 
dollar entrance fee and other occasional expenses. 
These members have access to all possible infor- 
mation as to the proper value of different sorts of 
securities, and there they buy and sell the same 
both for themselves and their patrons. During 
business hours, enormous values change owners, 
within a few seconds, in the hurry of business at 
the Exchange ; and the excitement of the scene 
is often of the wildest description, on account of 
the speculation constantly going on. 

The difference between ordinary sober invest- 
ment and speculation is that, whereas in the 
former case the capitalist is setting his capital 
to work to earn regular interest in the best way 
its owner knows, the speculator puts his money 
into various securities not entirely (perhaps not 
at all) for the sake of the income therein to be 
earned, but with the intention of keeping the 
securities only till their value has arisen to some 
future hoped-for point, when he will promptly sell 
them out at a profit. Then he will buy other 
securities and wait till they too shall have met 
with some great increase in value. If they lessen 
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in value, he loses. It is like playing a gigantic 
game of chance. Similar speculations are fre- 
quently made by purchasers of real estate ancj 
merchandise of various kinds. 

The stocks and bonds of railroads, mines, 
banks, and manufacturing and other companies, 
are frequently, some of them continually, chan- 
ging hands ; and the buying and selling of such 
securities not only depend largely on the appar- 
ent prosperity of the enterprises in question, but 
also become in turn amazingly influential in decid- 
ing the question of that very prosperity. Men 
whose business it is to buy and sell such securities, 
and whose own wealth depends upon their being 
able to buy for a low price whatever they buy, and 
sell for a high price whatever they sell, become very 
skilful in turning public feeling and opinion where 
they wish it to go. The work of these men is, to 
a certain extent, perfectly honest, and very neces- 
sary for the convenience of the general public. 
But the offered opportunities for gain are so great 
that, in many hands, such business becomes a 
complicated sort of gambling, most perilous to 
the unskilful participant. It is a common thing 
for stock speculators to sell stock "short," — 
that is, to sell securities to be delivered over to 
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the purchaser at a certain future time, the price 
being fixed now, while the seller has not the secu- 
rities actually on hand now, but only means to 
get them before the delivery date arrives. Of 
course, the buyer hopes that the value of the secu- 
rities will be meanwhile on the increase ; but the 
seller hopes their value will be diminishing. Men 
so interested in market changes are called " bulls 
and bears." One who is trying to make the price 
of certain stocks go up is called a " bull." One 
whose efforts are to lower the price of certain 
stocks is called a "bear." Sometimes a man, 
cleverly foreseeing a future demand for stocks 
of a certain kind, will quietly buy up all he can 
from those whom the " bears " frighten into think- 
ing it best to sell. Then, having bought up all he 
can any way secure, he works as a "bull" to raise 
their price, and often makes a large profit out of 
this stock by selling it at a large premium to the 
unfortunates who had "sold short," and who must 
now (in order to keep the earlier bargain) buy the 
stock of him, no matter how expensive it is. Such 
an emergency is called a "corner." 

Since the profitable purchase or sale of any 
particular security is often made by speculators 
at the shortest possible notice, the business of a 
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Stockbroker involves a great deal of telegraphing 
to and from his patrons. To secure both haste 
and economy, many brokers have a special code 
or list of phrases, each phrase represented by a 
single word. Of course, both parties must fully 
understand the code or system. For instance, 
Turkey may, perhaps, mean " Name very lowest 
price net to us;" Japan, "We do not wish to 
sell." Emily might stand for "$100,000," and 
William for " 20,000." German could be read 
as " four and five-eighths per cent," and Myrtle 
as " six and three-fourths per cent." 

Enormous fortunes have indeed been made by 
speculations " on Wall Street," as the phrase goes. 
Wall Street is one of the streets in New York 
City, devoted particularly to the offices of stock- 
brokers and the transaction of their business. 
But, if fortunes are made there, fortunes are 
much oftener lost there, and lost beyond hope 
of recovery. Even the wisest and most expe- 
rienced are frequently met by sudden and un- 
foreseen turns in affairs which make their best 
laid plans come to no good, and lose them all the 
results of former success. As for the inexperi- 
enced dabbler in speculation, who cannot wait 
for the slow motion of ordinary prudent invest- 
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raent, but must needs make mad haste to get rich, 
he is much more likely to lose what he now has 
than to gain anything more. The excitement of 
rapid buying and selling great amounts of securi- 
ties may have its fascinations for certain minds ; 
but it is an unhealthy sort of fascination, which 
with its glitter serves to but partially disguise 
the greatest possible risk of financial disaster 
and ruin. 



TAXES 

_ « 

Taxes are the contributions made by the citi- 
zens of our country to pay for the expenses of 
the country's orderly government, and for general 
public improvements, defences, and enterprises. 
It is evidently necessary that individuals shall 
make such contributions, for the government it- 
self is not at all a money-making institution ; it 
has of itself no way of earning money. Only 
such contributions are asked for as the citizens 
generally are supposed to be willing to make ; for 
the tax-laws are all made by men whom the citi- 
zens themselves choose out of their own number 
for that purpose. Laws concerning taxation are 
passed by Congress and by the different State 
legislatures, and no taxes are legally collected 
without their authority. 

Taxes may be classified, for practical consider- 
ation, in two sorts, — direct and indirect. By 
direct taxes we mean those demanded by govern- 
ment officials from particular individuals, who 
are mentioned by name in a definite tax-bill, and 
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who must pay such bills as they pay those of the 
grocer and the dry-goods merchant. By indirect 
taxes we mean those whick (though demanded 
just the same by the government) are not paid 
directly into the hands of government officials, 
as a direct claim, but which pass through several 
pairs of hands before reaching the public treasury. 
These indirect taxes everybody who spends any 
money at all is paying, in tiny or large instal- 
ments, every day. 

To begin, the General Government lays a direct 
import tax on the value of certain particular arti- 
cles brought into the United States from foreign 
countries. The official list of articles liable to 
such tax or " customs duty " is called the tariff, 
and the business of collecting the duties belongs to 
the custom-house officers. The proper extent of 
the tariff-list, and the rates proper to be charged 
on the different articles it includes, are the sub- 
ject of much serious discussion among statesmen 
and politicians. An importing merchant whose 
goods come by freight has, generally speaking, 
to pay the required duty to the custom-house 
officers before he can carry the goods farther 
than the official storehouse at the place of land- 
^g* A private individual, whose imported pur- 
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ehases are packed in trunks along with his 
ordinary baggage, has to declare what dutiable 
articles he is carrying home, or, frequently, to 
allow the customs officers to examine the bag- 
gage for themselves. In either, case, the duty 
must be promptly paid. 

The evasion of legal duties by an importing 
merchant or by a. private individual is called 
smuggling. If detected, it is punished by severe 
penalties, added expense, or loss of the goods, or 
both. It is difficult to see why any one should 
imagine it less dishonorable to cheat the gov- 
ernment than to cheat a market-man. In either 
case, it is no sensible sort of defence to say that 
the charges were exorbitant. One is usually at 
liberty to purchase goods and privileges, or not 
to purchase them; but, having made a bargain 
of either sort," the honest citizen keeps it faith- 
fully. 

When an importing merchant pays this tax to 
the customs officers, it is to him a " direct " tax. 
But, since the paying of such a tax in addition to 
the first cost of the goods has made them more ex- 
pensive than would otherwise have been the case, 
he prudently asks an extra large price from the 
people who afterwards come to buy them. His 
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customers, therefore, pay back to him, either 
wholly or in part, what he paid to the customs 
officers ; that is, the customers pay what we call 
an " indirect " tax. 

The government also lays other taxes, called 
excise duties, or " internal-revenue " taxes, on the 
American manufacture of certain particular arti- 
cles, as alcohol and cigars. Here, again, the 
manufacturer or distiller of alcohol pays a direct 
tax to the government officers. And here, again, 
whoever purchases any article containing alcohol 
or requiring alcohol in the course of its prepara- 
tion is obliged to pay for it a price which includes 
the extra expense of the government tax on that 
particular amount of alcohol. In all such cases, 
the purchasers and consumers pay an indirect 
tax. 

The tax on cigars is practically similar to the 
other internal-revenue taxes ; but it illustrates a 
slightly different method of collection, that is, by 
stamps. Here the manufacturer, in order to save 
the trouble of continual official bills and visits, 
is allowed to pay the customs officers, from time 
to time, such sums as may be convenient, receiv- 
ing from them (like a receipt for the money) 
sheets of officially authorized " revenue " stamps. 
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These stamps the manufacturer pastes, one by 
one, on the cigar boxes, as fast as they are sent 
out, each affixed stamp thereby showing that the 
manufacturer has duly paid over to the govern- 
ment the required tax, whatever it may be. In 
such a case, it is unlawful to sell unstamped goods ; 
and, at the same time, the law provides severe 
punishment for any one who attempts to use a 
revenue stamp for the second time. 

The use of postage stamps may be regarded as 
very similar in its practical working. The gov- 
ernment asks us to contribute two cents to the 
public treasury every time we use the offered 
privilege of sending a letter of ordinary weight to 
another domestic post-office. We pay the sum to 
the postal officers ; and the stamp pasted on our 
letter is, practically, like a formal receipt from 
the government, acknowledging our little pay- 
ment. 

The manufacturer of cigars or other articles 
requiring the payment of a stamp-tax cannot 
afford, after paying the tax, to sell his wares as 
cheaply as if there were no tax to be considered ; 
he therefore so arranges the market price of the 
goods in question as to make it include his extra 
expense. And so the consumer, again, has to 
really pay the amount at last. 
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Besides the customs duties and internal-revenue 
taxes imposed by the General Government, there 
are other taxes imposed directly or indirectly by 
the several State governments. These taxes are 
levied on a man's real estate, on his personal 
estate, and on his person as a citizen (poll-tax). 
The rate of this series of taxes or others imposed 
by State authority may vary in different States, 
and may also vary from time to time in any one 
State, or may vary at any one time in different 
townships of the same State, according to circum- 
stances. The intention of those officials having 
the details of the matter in charge is to raise 
enough money for most of the necessary public 
expenses, calling, with a few well understood 
exceptions, on every property-owner (be it indi- 
vidual, or firm or corporation), to contribute in 
proportion to his wealth and ability. Each citi- 
zen's contribution is supposed to bear the same 
proportion to the whole amount needed as his 
individual wealth bears to the total wealth of the 
community that is being taxed. Sometimes, 
unfortunately, the laws are blunderingly framed ; 
sometimes the law-makers may be induced to 
forget justice, and arrange matters for the benefit 
of particular individuals or classes or corpora- 
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tions; as the result of it, the burdens of taxation 
might be not quite fairly allotted and borne. 
But, setting aside the chances of mistake or dis- 
honorable partiality among the law-makers, the 
general intention is to make all the contributions 
perfectly equitable. A few kinds of property are 
always exempt or free from all demands on their 
owners, in the way of taxation. These are the 
buildings and other property of the government 
itself ; the property of churches and endowed 
educational institutions, like colleges and semina- 
ries ; the household furniture and other personal 
property of individuals to a reasonable amount; 
and any personal wealth represented in the 
owner's hands by government bonds. Other ex- 
emptions are made from time to time, according 
to circumstances. 

Exceptional need of funds on the part of the 
general. State, and local governments has fre- 
quently been met by borrowing from wealthy 
individuals, and issuing bonds for the amount, 
payable with interest, something after the manner 
of a note. Government bonds or State bonds or 
municipal bonds always represent public needs, 
similar to those met by the collection of taxes ; 
but in one case everybody is obliged to contribute 
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a small sum, — in the other, a few individuals 
voluntarily agree to contribute larger sums as a 
loan merely, and are paid interest for the special 
accommodation. 

The amount of property regularly taxable by 
State authority, and owned by any particular citi- 
zen, is ascertained, as nearly as possible, by legally 
appointed officers, known as assessors. It is easy 
to ascertain the actual ownership of real estate 
(houses and lands), because all sales of property 
of that description are recorded in public offices. 
The assessors have then to inspect the property, 
and estimate, as accurately as possible, its actual 
value. When it comes to movable property or 
"personal estate," the assessor's task is not so 
easy; for, if the owner of personal property 
wishes for any reason to conceal its full amount, 
there is no way of compelling his complete frank- 
ness. In such cases, the assessors are often 
directed to invite each property-owner to make a 
sworn statement of his wealth, and, in case he 
does not choose to do so, they estimate it as 
accurately as they can. A man's taxable personal 
property varies in detail in different States, but 
usually includes all goods, fixtures, and furniture 
in shops and manufactories, horses and other live- 
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Stock, money on hand and deposited in banks, 
other men's notes held by him, stocks, bonds 
(other than government bonds), and articles of 
luxury beyond a reasonable average limit. The 
exactness with which all this ground is covered 
varies in different communities, and exemption in 
the Qase of particular individuals is often made 
by State legislation or by the discretion of local 
officers. For instance, the buildings and stock-in- 
trade of a new manufacturing firm, whose opera- 
tions are expected to bring increased prosperity 
to the community, are sometimes "exempted** 
for a certain number of years, in order to encour-" 
age the establishment of such desirable enter- 
prises. It is on a somewhat similar principle that 
churches and endowed schools are excused ; that 
is, on the ground of their usefulness to the public 
at large. 

Men who are legally "of age ** are required 
to pay a poll-tax, whether they actually avail 
themselves of the privilege of voting or not. 
This tax is, however, like others, occasionally 
excused or abated for special reasons, satisfactory 
to the proper local officers* 

The taxes thus imposed by State authority are 
to include the needs of State, county, and local 
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city or town governments. The tax-bills are 
made out and presented by the local officers of 
each city or town to the citizens. As the neces- 
sary local expenses of one town may (by reason 
of geographical situation or local enterprise) be 
much larger than those of another town with 
about the same total wealth, the tax-rate of one 
town may be higher than that of another. The 
tax-rate is stated as so much for each thousand 
dollars' worth of property. If two towns need to 
raise (besides the proper sums for county and 
State use) about equal sums for their own local 
expenses, and one town is made up of poor, men 
and the other town of comparatively wealthy 
men, the rate can, of course, be made smaller in 
the wealthy community ; because a little fraction of 
a large sum may be just as big as a large fraction 
of a small sum. As a matter of -fact, if the 
townspeople are wealthy, they usually want more 
public conveniences in the way of buildings, 
sidewalks, lights, etc., so expenditure would 
nearly keep pace with ability. In a country com- 
munity, where most of the people have small 
means, and only one is a millionnaire, that ode 
rich citizen may, perhaps, have to pay the larger 
part of the pilblic expenses out of his single 
purse. 
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The tax-bill presented to a property- owner by 
the local tax-collector of his city or town repre- 
sents direct taxation. Its amount must be 
promptly paid to the proper officer, time and 
place of payment being usually printed plainly on 
the bill. If not attended to, the appropriate 
officers are empowered by law to collect the 
amount forcibly. The manner in which such 
forced collections are made may vary in different 
States ; but usually some portion of the owner's 
property is sold at auction, and the proceeds 
taken to satisfy the claim. In some places, espe- 
cially in country districts, a citizen is often allowed, 
if he so desires, to pay at least a part of his tax 
in labor instead of in money, — repairing roads, 
bridges, etc., and ploughing out winter snow- 
drifts. This amounts to the same thing as paying 
money, because it was to secure the performance 
of this very work that the money would have been 
used after it was paid into the town treasury. 
^ The State may make sure of securing the 
proper taxes from the owners of wealth invested 
in the stock of different corporations — like rail- 
roads, national banks, manufacturing companies, 
etc. — by the easy device of taxing the corporation 
as a whole on the amount of its invested capital. 
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and leaving the managers to settle the matter 
with individual stockholders as they choose. It 
is frequently so done. In a similar manner, the 
money one has drawing interest in a savings bank 
is usually taxed by the State ; but the State does 
not always or often call on the separate individ- 
uals by name. It simply calls on the bank 
managers for a certain small tax on the total 
amount of deposits ; and the bank managers 
(rightly reckoning this tax as one of the inevitable 
expenses of conducting the business) take the 
amount of the taxes out of what would otherwise 
be the net profits of the business ; then they 
divide the rest as interest and occasional dividends 
among the depositors. When a tax is collected 
in this way, as is frequently done in all sorts of 
investment business, each property-owner is made 
to pay the proportionate claim on his saved-up 
capital. But he may be all the time almost or 
quite unaware that he is paying any taxes at all 
on the property in question, so indirect is the* 
manner of its collection. 

When a man owns real estate situated in several 
different towns, each town sends him a tax-bill 
for so much of his real estate as lies within its 
own geographical limits. When he owns miscel- 
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laneous personal property located in or distributed 
among several towns, the most of it is most 
commonly taxed in the town where he himself 
resides. 

Those who have no vote are not required to 
pay a poll-tax ; consequently women are, as a rule, 
exempt from this claim. But in general terms 
women who are property-owners are called on for 
property taxes the same as men. Some States 
make special exemptions in favor of particular 
classes of women, such as widows and spinsters 
of small means. 

When a landlord is paying taxes on his houses 
and other buildings, and a merchant is paying 
taxes on his machinery and his stock of goods, 
each is paying a direct tax. But each bears this 
expense in mind when he is leasing his buildings 
and selling his goods, and asks a larger price 
than he would ask if he had no taxes to pay. If 
a merchant hires the store in which his business 
is conducted, he has to consider both the rent of 
his rooms and the direct tax on his stock-in-trade, 
when he is making calculations to see for what 
price he can best afford to sell his wares. So, in 
any case, the final purchasers, users, and con- 
sumers of any sort of property — those who finally 
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" get the good of it," as we say — pay the larger 
part of the taxes imposed on such property, 
since whatever they hire or buy costs them a 
certain amount more than it would (at least, more 
than it need) if there were no such necessity as 
tax-collections. 

In return for all these contributions of money, 
each citizen receives a share of whatever benefits 
an organized civil government can confer. The 
attacks of evil-minded men on his person and his 
property are legally punished and discouraged. 
His life and property are to a certain extent guar- 
anteed protection from attacks of foreign enemies. 
Safe roads are built and lighted for his use. 
Bridges are constructed for his convenience. 
Rivers and harbors are cleared and improved for 
his ships, and for the ships that bring what he 
wants from distant places. Railroads are encour- 
aged to offer him transport for himself and 
his property. Convenient forms of money are 
weighed and marked, ready for his use. His 
letters are carried for him with promptness to 
every quarter of the country. He is offered the 
use of free schools, free libraries, and free 
hospitals. His old age, insanity, and helpless 
poverty are given more and more wise assistance. 



X 
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Throughout his life he is protected as well as 
may be in the exercise of such personal liberty of 
speech and action as does not interfere with the 
similar liberty of other men. It is, indeed, untrue 
that all these things are at the present day done 
for him quite perfectly and completely. But these 
are the objects for which he pays his taxes, 
and towards whose larger fulfilment the nation 
moves. 

Two things may prevent a citizen from justly 
** getting his money's worth " from the govern- 
ment. These are the possible incapacity and the 
possible dishonesty of the business agents whom 
the citizen authorizes to make the necessary bar- 
gain in his behalf, that is, the law- makers. It is 
a matter of business. A man whose authorized 
agents make poor bargains for him is obliged to 
keep the bargains nevertheless. And the sensible 
business man employs only such agents as seem 
to be both capable and trustworthy. So citizens 
can secure the imposing of fair taxes, in return 
for genuine benefits, only by choosing as law- 
makers, men who have honorable principles, clear 
intellect, and a thorough acquaintance with busi- 
ness theory and practice. 



FIRE-INSURANCE 



Fire-insurance is a contract for the future 
payment of certain money, either wholly or in 
part, in case the property insured should be 
damaged or destroyed by fire within a specified 
time. In return for such a promise on the part 
of the insurance company, the patron pays to it 
or its agent a required fee, or " premium." The 
object of fire-insurance is to protect the patron 
against loss caused by fire. If no fire occurs,, 
he gets no money from the company. If a fire 
causes him only slight loss, the company pays, 
him just enough to cover his loss. If the prop- 
erty is entirely destroyed, the company pays him 
damages up to the limit of the amount mentioned 
in the policy. No contract or " policy " is ever 
written for quite as much as the supposed value*' 
of the property that is being insured. 

Neither the real-estate owner nor the insurance 
company can be absolutely sure whether or no 
any particular house or store or factory may be 
accidentally burned within the next year or the 
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next five years. But the insurance company has 
collected and arranged records of many of the 
most serious fires, and their origin ; its managers 
are thoroughly informed as to what materials and 
substances most easily catch fire, and what con- 
ditions of easy access and careful superintendence 
are necessary to secure for one's property the 
largest probability of safety. With these statis- 
tics at hand, and with a thorough understanding 
of the average rates of interest they can depend 
on earning from year to year with their available 
capital, they are ready to make contracts. 

The premium charged on a fire-insurance pol- 
icy varies according to circumstances ; where the 
possibility of danger is greater, the premium paid 
must be larger. Some kinds of buildings cannot 
be insured at all, such as brimstone mills, turpen- 
tine factories, distilleries, and establishments for 
the preparation and storage of gunpowder and 
kerosene oil. And buildings in the close vicinity 
of such establishments, even though owned and 
controlled by other people, might often be re- 
fused insurance in a carefully conducted com- 
pany. The agent of the company makes a per- 
sonal inspection of each building on which in- 
surance is applied for, in order to see just how 
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much of a risk the company would seem to be 
assuming; and sometimes a company requires 
alterations to be made to increase the safety of 
an applicant's property before it will accept the 
risk. 

The premium on a fire-insurance policy is 
usually paid all at once, and in advance. As 
soon as the time specified in the policy has gone 
by, a new policy must be instantly secured, in 
order to preserve the desired safety from loss. 
The cost of a fire-insurance policy is, of course, 
much less than that of a life-insurance policy 
written for the same amount ; because, while the 
life-insurance company's patron will certainly die 
sooner or later, the fire-insurance company's pro- 
tected patron may never have a fire occur in his 
building at all. 

A man applying for a fire-insurance policy is 
expected to answer whatever questions are asked 
him regarding the heating and lighting arrange- 
ments, and other points of importance ; and he 
must not exaggerate the value of the property. 
If he wishes to insure the same property in sev- 
eral different companies, that fact must also be 
stated, and he will usually be allowed to do so. 
But if he obtains three policies of twelve thousand 
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dollars each, on a house worth twenty-five thou- 
sand dollars, and the house burns down, he can- 
not collect the whole thirty-six thousand dollars. 
He can never collect more than the actual value 
of the property. Each company will pay only its 
proportional part of the actual total loss. The 
only advantage to be gained by thus " splitting " 
the amount of one's insurance between two or 
more companies rises from the consideration 
that if, by reason of some very large fire, one of 
the companies should pay so many similar claims 
as to exhaust its. treasury, the other companies 
might have had fewer claims to meet, and thus 
be found readier in the time of one's own need. 
For somewhat similar reasons men sometimes 
prefer to insure their property in foreign com- 
panies, presuming that a great American fire 
would make less serious calls on the treasury of 
a foreign company. 

When a building has been more or less dam- 
aged by fire, the company's agent goes to inspect 
the property, and to estimate the amount of dam- 
age done : he does not simply take the owner's 
word for it. But all respectable companies pay 
just claims with reasonable promptness. 

It would be evidently dishonest for a man to 
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set fire to his own insured property on purpose to 
get the insurance money. Such an act is recog- 
nized by law as a serious crime, and is punished 
by very heavy penalties. 

Fire-insurance policies may be obtained not 
only on buildings, but also on personal prop- 
erty, — like the goods of a merchant or manu- 
facturer, horses, furniture, clothing, and so forth. 
The process is essentially the same, but the cost 
is somewhat less, because it is naturally easier to 
save such movable property from danger. 

Accident-insurance is similar to fire-insurance 
in its principle and applications, and is of use in 
the case of steam-boilers that might possibly ex- 
plode, growing crops that might be destroyed by 
a hurricane or an insect-plague, and various other 
subjects. A company has even been organized 
to protect the owners of expensive plate-glass 
windows against loss by their breakage. The 
rates charged for these miscellaneous policies 
vary widely, and may sometimes be enormously 
expensive. 

Some small fire-insurance companies, called 
"Mutual-Insurance" companies, are not money- 
making institutions, but exist simply for the as- 
sistance of the members by the members. In 
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such a case, when one member suffers loss from 
fire, the others contribute previously agreed sums, 
to make good his loss up to the limit of the amount 
mentioned in his policy. Sometimes similar con- 
tributions are collected from the policy-holders as 
soon as they join the company ; and, at intervals, 
the uncalled-for balances are paid back to the 
policy-holders. Aside from the trifling amounts 
needed to pay the expenses of a clerk, etc., no 
money is raised except as it is wanted to pay 
somebody's recent loss. In States where the 
laws regarding insurance are more strict, sim- 
ilar companies may be obliged to collect contri- 
butions enough larger than the immediate need 
to furnish a growing reserve fund, kept for the 
better security of the policy-holders. 

In so-called " proprietary " companies the owners 
of the business each contribute money to start 
the concern. This capital is set at once to earn 
interest in the channels of various sorts of invest- 
ment ; the premium moneys received from time to 
time are added to the original capital, and they in 
turn go to earning interest. Out of the income 
thus secured, the company has to pay*the ex- 
penses of running the business (rent, taxes, sal- 
aries, etc.), and whatever losses are caused to 
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their patrons by reason of fire. The amount of 
annual profit is, therefore, somewhat uncertain, 
arid is liable to vary from year to year. Any par- 
ticular company may go on making a great deal 
of money for a time, and then, if it had insured 
an especially large number of buildings near 
together in some one city, a single great fire in 
that city might cause them to be called on all at 
once for enormous sums. The managers must ex- 
ercise the greatest judgment and caution as to the 
nuniber and the location of the risks they assume, 
else the company may come to a sudden end, dis- 
astrous alike to its proprietors and its patrons. 
And the experience of certain few long-estab- 
lished fire-insurance companies who have lived 
and prospered through all sorts of great fires, and 
the consequent demands on their treasury, shows 
that good judgment does exist and is at the ser- 
vice of the public. 



LIFE-INSURANCE 



Life-insurance is an agreement or contract for 
the future payment of certain money to a speci- 
fied person, on conditions which relate to the 
length of some particular individual's life. Of 
coiKse, it does not attempt to promise how long 
a man shall live, nor does it set a money value on 
his life. It may include additional ideas, but its 
original purpose is to enable a man to provide 
something toward the support, after his death, of 
the family that depends on him for support dur- 
ing his life. 

It is, of course, impossible to foretell just how 
soon any particular individual will die ; but " mor- 
tality records " (that is, records of deaths), taken 
from the archives of all civilized countries, have 
been collected, arranged, and ^compared, so that 
it is now possible to calculate very accurately the 
probable length of life lying before average men 
of any given age. A healthy man thirty-five years 
old, let us say, asks a life-insurance company to 
promise to pay his widow a certain sum whenever 
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he dies and leaves her without his weekly wages 
for support. The company is willing to make 
such a promise if he will now pay them enough 
money to generously secure them from loss when 
called on to fulfil the promise. Of course, the 
present payment can be a good deal smaller than 
the full amount of the "policy" or contract, be- 
cause the company will meanwhile have the use 
of this advanced sum, and can keep it at work 
earning interest. How small or how large, then, 
must this advance payment be? The company 
turns to its mortality tables, to see what num- 
ber of years their thirty-five-year-old patrons are 
likely to live ; that shows them (in an average 
way) about how long they will probably have the 
use of the money. Then they turn to other tables 
of interest, to see what sort of rates of increase the 
money can reasonably be expected to earn during 
the period. They estimate the expense that will 
be necessary in attending to the affair all through 
the time in question (for rent, clerk hire, etc.), 
and, after elaborate and careful calculations, they 
announce for what "premium," that is, for what 
sum now paid over to them, they can afford to 
promise the future sum desired for the widow. 
As a matter of fact, the advance premium is 
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seldom or never made in one lump. If the man 
had so large an amount on hand and to spare, the 
sysiem of life-insurance would not be so particu- 
larly helpful to him. He could just put the same 
money in the savings bank and let it lie there 
accumulating interest until he died and his widow 
needed it. But since life-insurance, though prac- 
tised by the wealthy, is designed more especially 
for those who have not so very much money on 
hand at any one time, a man applying for a 
contract or " policy '' is allowed to pay the pre- 
mium in convenient parts or instalments. These 
instalments are paid sometimes in certain annual 
amounts for a specified number of years, and 
sometimes in other certain annual amounts as 
long as the policy-holder or insured person lives. 
In the natural course of things, these annual pre- 
miums might be supposed to grow larger as the 
man grows older and the company's promise 
seems inevitably nearer the necessity of fulfil- 
ment; but that would make the trouble and 
responsibility of attending to the annual pay- 
ments grow harder just as the man is growing 
older and (likely enough) less strong and able to 
bear burdens. Therefore, taking this into consid- 
eration, the company makes additional calcula- 
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tions, and, as the result of them, proposes that he 
shall pay a certain equal amount every year, with 
no increase as time goes on. This plan for mak- 
ing averaged payments is called the system of 
" level premium." 

But in a community made up of men of differ- 
ent ages, of course (reckoning from any one given 
date), the thirty-year-old men have a probability 
of living more years than the sixty-year-old men. 
The company is likely to have a longer use of 
the younger men's premiums than of the older 
men's premiums. For this reason, it charges 
the younger men less for the very same policy. 

Another form of life-insurance practised by 
many of the most reliable companies is the so- 
called Endowment Plan, which combines ordi- 
nary life-insurance with something very like the 
advantages of a savings bank. Here the com- 
pany agrees to pay the amount of the policy to 
the patron's heirs when he dies, or to himself in 
person if still living at a particular specified date. 
This plan, then, not only secures his family from 
future want, but may secure his own later invalid- 
ism or old age from similar poverty. Of course, 
if the money is paid to him personally before he 
dies, that ends the company's bargain ; they do 
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not pay the same sum a second time to his heirs. 
As the company has, in this case, a more brief use 
of the money, the policy-holder is required to pay 
larger premiums for these greater advantages than 
for an ordinary policy. * 

The happy working-out of the best plans for 
life-insufance at the hands of long-established 
companies has in many parts of the country 
encouraged small numbers of private individuals 
to club together for similar protection. These 
mutual-aid or mutual-benefit societies are more 
or less well planned and organized according to 
the varying strictness of insurance laws in differ- 
ent States. When a member dies, the usual 
custom is for their manager to call on each 
surviving member to pay a certain small contribu- 
tion, the amount of this contribution (or a portion 
of it) being paid over to the heirs of the deceased 
member. In some States the law sees to it that 
the policies issued by such companies must be, 
satisfactorily paid in full ; but in other States, 
where the laws are more careless, policies issued 
by such little local societies are of very uncertain 
value. 

In order to obtain a life-insurance policy from 
any respectable and reliable company, the ap- 
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plicant has first to satisfy the managers that he 
is now in good health, and that he has no special 
likelihood of dying very soon. He is asked very 
careful questions as to his age, occupation, and 

*family history, and is personally examined by 
some skilful physician to see if his heart, lungs, 
and other organs are in good promising order. 
No well-managed company would issue a policy 
on the life of an applicant evidently suffering 
from heart disease or consumption or any simi- 
larly serious complaint. The regular companies 
issue policies on the lives of railroad engineers 
or other persons engaged in especially hazard- 
ous work, taking these large risks at special 
prices and under special conditions. 
- A man, when making the contract, can order 
the amount of his policy to be paid to any person 
he chooses ; of course, it is most often his wife 

' or his children. But sometimes a man may wish 
to raise money for some particular need when he 
has no property that he can mortgage as security 
for the debt •, he has no capital but his health 
and strength. In that case, he sometimes borrows 
what money he wants of some acquaintance, and 
then gets his own life insured to the same amount 
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for the neighbor's benefit. This secures the final 
repayment of the loan, provided he makes the 
annual payments with honorable fidelity. In some 
way or other, it is almost always understood that 
the " beneficiary," that is, the person to be finally 
benefited by the policy, is in some way financially 
dependent on the one whose life is insured. It 
does not matter to the company who provides 
the cash to pay the annual premiums, but the 
person to receive the money finally must be either 
a creditor or otherwise dependent on the one who 
died. 

A person may have his life insured for as large 
amounts and in as many different companies as 
he chooses and can afford. 

If a man takes it upon himself to end his own 
life by suicide, many companies consider that he 
has acted dishonestly, and so refuse to pay the 
policy at all. 

The laws of different States and the individual 
customs of different companies vary in the accu- 
racy with which they require the policy-holder to 
pay up the annual premiums. In some States the 
failure to make such payments punctually, when 
due, is considered to cancel or wipe out the whole 
affair, and the patron loses all he had heretofore 
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paid. In other States, if he finds himself unable 
to make the annual payments as he hoped to do, 
the company will pay on the policy, when he dies, 
a sum in proportion to whatever he did succeed 
in paying. 

The appointed heir of a person whose life was 
insured collects the money on his policy through 
interview or correspondence with the managers ; 
and all respectable companies pay such dues with 
all reasonable promptness. 

Associations somewhat resembling life-insur- 
ance companies issue policies promising the pay- 
ment of money to a patron who is injured and 
crippled By accident. They are usually good for 
only a particular, specified length of time. Other 
companies promise money to those who are taken 
ill, and are so temp>orarily unable to earn regular 
wages. Some of these enterprises are honorably 
planned and managed ; but others are wholly 
unreliable, and an inexperienced person should 
consult the best-qualified advisers before having 
anything to do with them. 

The mutual-benefit societies, mentioned earlier 
in this chapter, are, as a rule, not supposed to be 
money- making institutions at all. Their general 
plan arranges for the collection of only just so 
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much money as must be paid ogat to the benefi- 
ciaries, and that just at the particular time when 
it is needed. If the State laws do require them 
to keep a certain reserve fund on hand, that 
reserve is simply being held in trust for the pay- 
ment of future claims. 

But in the larger and more elaborately organ- 
ized companies, where the charges are higher, the 
business is managed so as to yield a profit. This 
profit is, as in any business, the difference between 
the total income and the total expense. The 
original capital (if there was any), and the 
premium money that is received from day to day, 
are imraediatefy set to work in various ways to 
earn interest. Thus comes in the income. The 
sums paid out in settling up the policies of de- 
ceased patrons and the running expenses of the 
business — rent, taxes, salaries, etc. — make up 
the expense account. The balance of profit de- 
pends on the good or bad judgment of the mana- 
gers in issuing their policies and in making their 
investments. 

The larger insurance companies may be either 
** proprietary " or " mutual " in their plan ; some- 
times a combination of the two. In a proprie- 
tary company, certain individuals who put their 
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money together to start the business divide among 
themselves the resulting profits. In a mutual 
company the charges are made a little larger than 
is actually needed (so as to be on the safe side), 
and then afterwards the profits of the business 
are given back to the policy-holders at stated 
intervals. In the third kind of company, both 
proprietors and policy-holders share in the profits. 
The arithmetical principles and laws of life- 
insurance are not very perfectly understood by 
the public in general ; and, in those States where 
legislation is least strict, dishonest companies 
frequently commit great frauds on their trusting 
patrons. It is never safe for a person to make 
so important a contract (important not only to 
himself, but to his nearest and dearest friends) 
with a company that is not thoroughly well known 
and approved by the best-informed business men 
and lawyers. Unreliable companies may offer, to 
the would-be economical, temptingly low rates 
and terms ; but it is false economy to place 
one's interests in their hands. In such cases, the 
managers' poor judgment or dishonesty may 
easily cause the policy-holder to lose all his 
investment without receiving any return whatever 
either in his own person or that of his family. 
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But the possession of a well-secured policy may 
give a man the satisfaction of knowing that his 
family will at least be spared the addition of 
poverty to their sorrow at his removal from their 
side. 
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Lost bank-check, 85. 
Lost mail, 9. 

Mail matter, classification of, 23. 
Minor, deposits for, 62. 
Mint of U. S., 49. 
Missent letters, 9, 26. * 
Money enclosed in letters, 9. 
Money in express packages, 42. 
Money-orders, by express, 43. 
Money-orders, by mail, 30. 
Money-orders, by telegraph, 37. 
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Money, system, 47. ^ 

Mortality statistics, 143. 
Mortgageor and mortgagee, 102. 
Municipal bonds, 112, 127. 
Mutual fire insurance, 140. 
Mutual life insurance, 147, 151. 

National Banks, notes, 52, 71. 
National Banks, organization, 

70. 
Note brokers, or " shavers," 93. 
Notes, bank, 52. 
Notes, interest on, 94, 102. 
Notes, mortgage, 101. 
Notes, promissory, 88. 
Nqtes,-treasury, 56. 
Nicknames, 7. 

Opening a bank account, 62. 
Orders, 97. 
Outlawed notes, 97. 

Par value, no. 

Payee, 32. 

Payment for telegrams, 34. 

Payment on account, 94. 

Panics, 74. 

"Per," 8 

" Pecuniary," 47. 

Penmanship, 5. 

Personal estate, 15, 128, 140. 

Policies of insurance, 136, 145, 

153- 
Pohteness, 6, 11. 

Poll taxes, 129, 133. 

Postage, rates of, 23. 

Postage-stamps, enclosing, 8, 24. 

Postage-stamps, place for, 10. 

Postal cards, 26. 

Postal money-orders, 30. 

Postal notes, 9, 29. 

Postscripts, 7. 

Power of attorney, 87. 



Premium, at a, 51, in. 
Premium, insurance, 136, 144. 
Promptness, in payment, 13, 
Promptness, in reply, 10. 
Property, real and personal, 15, 

140. 
Protested notes, 96. 
" Prox.," 7. 

Quitclaim deeds, 16. 
Quotations of stocks, 115. 

Rates of postage, 23. 
Kates of taxation, 126, 130. 
Real estate, 15, 128. 
Receiving telegrams, 36. 
Redemption of bank notes, 53, 

72. 
Redemption of greenbacks, 56. 
Registered bonds, 113. 
Registered mail, 9, 26. 
Removing stamps from paper, 

24. 
Renewal of notes, 95. 
Rents, 108, 109, 131. 
Replacing damaged bills, 55. 
Reserve funds, 64, 75, 141, 151. 
Return of letters, 10. 
Revenue stamps, 124. 
Risks of fire insurance, 137. 
Risks of life insurance, 148. 
" Run " on a bank, 74. 

Savings Banks, deposit in, 61. 
Savings Banks, drawing from, 

65. 
Savmgs Banks, safety of, 67. 
Stfcurities, 90, in. 
Selling short, 1 1 7. 
Sending telegrams, 34. 
Shares, 109, in. 
Shaving notes, 93. 
Shipper, 42. 
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Sight drafts, 98. 
Signatures,^, 63, 86. 
Silver certificates, 58. 
Silver dollar, 48, 50. 
Smuggling, 123. 
Special Delivery, 28. 
Stamping mail matter, 10. 
Stamps, postage, 24. 
Stamps, revenue, 124. 
Statements, 13. 
S*^ocks, 109, III. 
Stock brokers, 1 1 5. 
Stock companies, 109, iii. 
Stock Exchange, 115. 
Stockholder, 114. 
Surplus funds, 76. 

Tariff, 122. 

Taxes paid by banks, 75, 132. 



Telegrams, copies of, 36. 
Telegrams, payment for, 34, 
Teller of bank, 62, 79. 
Ten-word messages, 34. 
Treasury certificates, 58. 
Treasury notes, 56. 

" Ult," 7. 

Waiving identification, 39. 
Wall Street, 119. 
Warranty deeds, 16. 
Wealth, care of, 106. 
Wealth, demands on, 130. 
Women as tax-payers, 133. 
Working out taxes, 131. 

"Your8,*etc.,"^ 



n, -™^„-;,^ PEOGRAPHICAL 

Picturesque «.(t...REflpgR^ 

In Four Fully niastrated Tolnmes 

By CHAS. F. KING 

Master Dearborn Grammar School, Boston ; President National Summer School, 
Saratoga Springs ; Author of " Methods and Aids in Geography '* 

Vol. I. At Home and at School 

200 pae:es Nearly ready 

" S^ffhi takes the lead as a channel 0/ perception,**^SfRtiCKR, 

True, concepts of real geography can only be formed Uirough travel or from 
pictures. Travelling is costly ; but an excellent and accurate substitute is found 
m the pictures produced by the photographic camera. The photographer has been 
round the world and made his report. We call upon him to aid us in telling 
others what he has seen. 

Supplementary reading is in great demand, but only books which combine the 
useful with the interesting are worthy of being introduced into the school-room. 

The four volumes of the Picturesque Readers now in course of preparation are 
not only intensely interesting, but they contain all the *' Essentials of Geography " 
in so compact and vivid a form that they can be read by a bright child of ten in a 
year as supplementary reading in school, or at home in a few weeks, thus meeting 
the great demand " for less time in geography." 

We call attention to the following 

POINTS OF SUPERIORITY 

1 Ample use of pictures — over 100 large and elegant pictures in Vol. I. 

600 illustrations in the series. 

2 All pictures made from photographs, photographic slides, French and 

English designs, or by the best American artists. 

3 Written in narrative style. 

4 Language adapted to children's comprehension. 

5 Carefully prepared by personal narrative, wise selection and adaptation. 

6 Equally well adapted for home reading and school purposes. 
'7 Properly graded for the different classes in grammar schools. 

8 Containing a vast amount of information for old and young, for teacher 

and taught. 

9 A happy combination of the useful and interesting. 

10 From these readers can be easily taught Geography, Reading, Spelling, 

Dictation and Composition. 

1 1 All mere map explanations and descriptions carefully avoided. 

12 Costly in preparation, but cheap in price. 

13 These books can be used in place of, or in connection with, ge<^^phies. 

14 These fascinating geographical readers will take the place of the stupid sets 

of map questions ana columns of statistics. 

LEE AND SHEPARD Fntlisbers 10 M Street BOSTON 



QTORIES nMERiP.flN V 
O^^oF^^H V HISTORY 

Three Books. Clothi illustrated. Price for each booi(, 50 cents. BoardSi 

30 cents net. By mail, 35 cents 

First Series 
STORIES OF AMERICAN HISTORY. By N. S. Dodge 
As a geading-book for the younger classes in public and private schools 
(by many of which it has been adopted ), it will be found of great val ue. 
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Nobody knows better than the author how to make a good story out 
of even the driest matters of fact. . . . Here are twenty-tv^'o of such 
stories ; and they are chosen with a degree of skill which of itself would 
hidicate its author's fitness for the task, even if we had no other evidence 
of that fitness. There is no better, purer, more interesting, or more in- 
structive book for boys." — JVew- York Hearth and Home 

Second Series 

NOBLE DEEDS OF OUR FATHERS. As Told by Soldiers 
of the Revolution gathered around the Old Bell of Independence. 
Revised and adapted from Henry C. Watson 

*< Every phase of the struggle is presented, and the moral and 
religious character of our forefathers, even when engas^ed in deadly con- 
flict, is depicted with great clearness. The young reader — indeed, older 
readers will like the stories — will be deeply interested in the story of 
Lafayette's return to this country, of reminiscences of Washington, of 
the night before the battle of Brandy wine, of tlic first prayer in Congress, 
of the patriotic women of that day, stories of adventure' regarding Gen, 
Wayne, the traitor Arnold, the massacre of Wyoming, the capture of 
Gen. Prescott, and in other narratives equally interesting and important." 
— Norwich Bulletin 

Third Series 

THE BtDSTON TEA PARTY and other Stories of 
the Revolution. Relating many Daring Deeds of the Old 
Heroes. By Henry C. Watson 

"The tales are full of interesting material, they are told in a very 
^aphic manner, and give many incidents of personal daring and descrip- 
tions of famous men and places. General Putnam's escape, the fight at 
Concord, the patriotism of Mr. Borden, the battle of Bunker Hill, the 
battle of Oriskany, the mutiny at Morristown and the exploits of Peter 
Francisco are among the subjects. Books such as this have a practical 
value and an ifndeniable charm. History will never be dull so long as 
it is presented with so much brightness and color." — Philadelphia Record, 

From David S. Keck, A.M., Supt. of Berks County Schools: 

I received a package containing "Stories of American History," 
** Boston Tea Party," and ** Noble Deeds of our Forefathers," and am 
ready to say that the stories are all historical, and the matter is presented 
in such simple and pleasing style that it will arouse patriotic feelinj^s in 
the heart of every American, and at the same time awaken a desire to 
study history. I wish I could find at least a dozen of the books named 
in every one of my schools, for I am positive they would be productive 
of utuch good. 

LEE AND SHEPARD, Publishers, Boston 



